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T E L E C O M R E G U L A T O R Y A U T H O R I T Y O F I N D I A

NOTIFICATION

N e w Delhi , the 9th March , 1999

N o . 3 0 1 - 4 / 9 9 - T R A I . ( E c o n . ) . — I n exercise of the powers conferred upon it under

sub-sect ion (2) of sect ion 11 of the Te lecom Regula tory Authori ty of India Act , 1997 to

notify, by an Order in the Official Gazet te , tariffs at which Te lecommunica t ion Services

within India and outs ide India shall be provided, the Te lecom Regulatory Authori ty of India

hereby m a k e s the fol lowing O r d e r :

T H E T E L E C O M M U N I C A T I O N T A R I F F O R D E R 1 9 9 9

S e c t i o n I

T i t l e , E x t e n t a n d C o m m e n c e m e n t

Short title, extent and c o m m e n c e m e n t .

(i) This Orde r shall be called " T h e Te lecommunica t ion Tariff Orde r 1999 "

(ii) The Orde r shall cover tariffs for all T e l e c o m m u n i c a t i o n Services

th roughout the terr i tory o f India as also t hose or iginat ing in India and

terminat ing outs ide India

(iii) The Orde r shall c o m e into force on the da te of its notif ication in the

Official Gaze t t e

S e c t i o n I I

D e f i n i t i o n s

2 In this Order , unless the context o therwise requires:

a) " A c t " means the Te lecom Regula tory Author i ty Act of India, 1997.

b) "Au tho r i t y " m e a n s the Te l ecom Regula tory Author i ty o f India

c) "Bas ic Te l ecommun ica t i on Serv ices" mean services der ived from Public

Switched Te l ephone Ne twork (PSTN) .

d) "Ce i l ing ( s ) " mean(s ) the upper l imit(s) for tariff for t e l ecommunica t ion services

as specified by the Author i ty from t ime to t ime.
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e) " D o m e s t i c L o n g Dis tance T e l e c o m m u n i c a t i o n Se rv ice" m e a n s the

t e l ecommunica t ion services required to connect o n e local a rea o f a publ ic

t e l ecommunica t ion ne twork t o ano ther wi th in t h e terri torial l imi ts o f India so as t o

a l low for t ransmiss ion o f vo ice and non-vo ice s ignals ac ross different

geographica l areas.

f) " F l o o r " m e a n s the lower limit o f a tariff for a t e l e commu n ica t i o n service as

specified by the Author i ty from t ime to t ime b e l o w w h i c h such tariffs m a y not be

offered.

g) " F o r b e a r a n c e " deno te s that the Author i ty has not , for the t ime be ing , notified any

tariff for a par t icular t e l e c o mm un ica t i on service and the service p rov ider is free t o

fix any tariff for such service.

h) " In ternat ional L o n g Dis t ance T e l e c o m m u n i c a t i o n Service1 ' m e a n s

t e l ecommunica t ion services requi red to connec t a local area o f a publ ic

t e l ecommunica t ion ne twork within India to a local area o f a publ ic

t e l ecommunica t ion ne twork in another count ry so as to a l low for the t ransmiss ion

of voice and non-voice signals.

i) " Internat ional Subscr iber D i a l i n g " m e a n s direct in te rconnec t ion be tween an end

user in India wi th ano ther end user in ano ther count ry by m e a n s o f direct dial ing

through public n e t w o r k s

j) "Leased C i rcu i t s " mean t e l ecommunica t ion facilities leased to subscr ibers o r

service providers to provide for t echno logy t ransparent t ransmiss ion capaci ty

be tween ne twork te rmina t ion poin ts which the user can control as part of the

leased circuit provis ion and wh ich may also inc lude s y s t e m s a l lowing flexible u s e

of leased circuit bandwid th .

k) "Non-d i s c r im ina t i on" m e a n s that service p rov iders shall not , in the mat ter o f

appl icat ion o f tariffs, d iscr iminate be tween subscr ibers o f the s a m e class and

such classif icat ion of subscr ibers shall not be arbitrary.

1) "Repor t ing R e q u i r e m e n t " m e a n s the obl igat ion o f a service prov ider t o report t o

the Author i ty at least five work ing days before imp lemen t ing any n e w tariff for

t e l ecommunica t ion services under this Orde r and any c h a n g e s thereafter.

m) "Specia l Se rv ices" mean those suppor t and other ancil lary services l ike

p h o n o g r a m , directory enquiry , manua l t runk service, ass is tance , emergency

services such as pol ice , fire and a m b u l a n c e p rov ided by service providers th rough

special interfaces located at the edge o f the P S T N .

n) "S tanda rd p a c k a g e " m e a n s a package o f tariffs w h i c h i n t e r - a l i a compr i ses rental ,

call charges , free calls , deposi ts and o ther charges as m a y be de termined by the

Author i ty for specific t e l ecommunica t ion services from t ime t o t ime.



93

o) "Subsc r ibe r " m e a n s an end user o f t e l ecommunica t ion services

p) "Subsc r ibe r T runk Dia l ing" m e a n s direct in terconnect ion be tween t w o end users

within India by m e a n s o f direct dial ing th rough publ ic ne tworks .

q) " S u p p l e m e n t a r y Se rv i ces" mean services w h i c h are provided specific t o a

subsc r ibe r ' s d i rectory n u m b e r and control led either by the subscr iber or by the

service prov ider such as au tomat ic a la rm call service , call wai t ing , call d ivers ion

on busy or n o reply, and any o the r such service.

r) "Tar i f f (s )" mean( s ) rates and related condi t ions at which t e l ecommunica t i on

services within India and outs ide India may be provided inc luding ra tes and

related condi t ions at which messages shall be t ransmit ted to any count ry outs ide

India, deposi ts , instal lat ion fees, rentals , free calls, u sage charges and any other

related fees o r service charge .

s) W o r d s and express ions used in this Orde r and not defined but defined in the Act

shall have the same mean ings respect ively ass igned to t hem in the Act

S e c t i o n H I

T a r i f f s f o r T e l e c o m m u n i c a t i o n S e r v i c e s

3 . T a r i f f s

Tariffs for var ious t e l ecommunica t ion services and their da tes o f implementa t ion

shall be as set out in Schedules I to IX.

4 . F o r b e a r a n c e

W h e r e the Author i ty has, for the t ime being, forborne from fixing tariff for any

te l ecommunica t ion service or part thereof, a service provider shall be at liberty to

fix any tariff for such t e l ecommunica t ion services ;

Provided that the service provider shall comply with the repor t ing requ i rements in

respect of such tariff

5 . D e p o s i t s

Unless o therwise provided for, no service provider shall seek or obtain from any

subscr iber in any form any amount as deposit for any t e l ecommunica t ion service

in excess of one yea r ' s rental chargeable from the subscr iber for the part icular

t e l ecommunica t ion service as specified in the re levant s tandard package .
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6. Flexibility and Packages

(i) The service provider shall offer the standard package(s) to all subscribers,
(ii) Where a tariff has been specified as a ceiling, no tariff shall be fixed in

excess of such ceiling,
(iii) Where a tariff has been specified as a floor, no tariff shall be fixed below

such floor
(iv) In all other cases, a service provider may, in addition to the standard

package, offer alternative combinations of tariff to different classes of
subscribers in a non-discriminatory manner.

7. Reporting Requirement

(i) All service providers shall comply with the Reporting Requirement in
respect of tariffs specified for the first time under this Order and also all
subsequent changes.

(ii) No service provider shall alter any tariff of any telecommunication
service or any part thereof without complying with the Reporting
Requirement.

(iii) Unless the Authority intervenes within the mandatory notice period of
five working days, the service provider may implement the proposed
tariff.

8. Review of Tariffs

(i) The Authority may, from time to time, review and modify a tariff for any
telecommunication service or a part thereof.

(ii) The Authority may also at any time, on reference from any affected party,
and for good and sufficient reasons, review and modify any tariff.
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Section IV
Transparency and Consumer Protection

9. Publication of Tariffs

(i) Tariffs to be charged by service providers from subscribers for
telecommunication services along with the conditions thereof shall be
published in such manner as the Authority may from time to time direct.

(ii) Information of tariff packages that a service provider may choose to offer
to subscribers shall be accompanied by a comparison of the financial
implications to subscribers under each package vis-a-vis the specified
standard package(s).

10. Non-discrimination

No service provider shall, in any manner, discriminate between subscribers of the
same class and such classification of subscribers shall not be arbitrary

11. Terms and Conditions of Service

Service providers shall clearly indicate the terms and conditions of the provision
of telecommunication services to subscribers which shall not in any manner be
inconsistent with the provision of this Order. Such terms and conditions shall
inter-alia include the following:

(a) Terms and conditions under which such services may be obtained, utilised and
terminated;

(b) Terms and conditions relating to the use of service, billing, repair, fault
rectification and the like;

(c) choice of tariff packages available to a subscriber and the procedure available
for revising the choice along with the conditions thereof.
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Section V

12. Explanatory Memorandum

This Order contains at Annex A, an explanatory memorandum to provide clarity
and transparency to the tariffs specified in this Order.

Section VI
Residuary Clauses

13. Over-riding Effect

In respect of matters covered by this Order the provisions thereof shall have over-
riding effect over Rules framed under the Indian Telegraph Act, 1885, as also the
terms and conditions of the licence of a service provider and any tariffs or
conditions as may have been set by the service providers for provision of
telecommunication services to subscribers.

14. Interpretation

In case of dispute regarding interpretation of any of the provisions of this Order,
the decision of the Authority shall be final and binding.

By Order.

HARSHA VARDHANA SINGH. Economic Adviser

[ No. Advt.-3/4/Exty/142/99]
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SCHEDULE I
BASIC SERVICES (OTHER THAN ISDN)

ITEM
(1) Date of
Implementation

(2) Registration
Charges

(3) Installation
Charges

(3.a) Fixed line
telephony service
using other than
wireless in local
loop technology

(3.b) Fixed line
telephony service
using wireless in
local loop
technology

(4) Deposits

(4.a) Fixed line
telephony service
using other than
wireless in local
loop technology

(4.b) Fixed line
telephony service
using wireless in
local loop
technology

TARIFF
01 April, 1999

Prevailing charges as on the date of this Order as ceilings

Prevailing charges as on the date of this Order as ceilings

Forbearance

Not to exceed twelve months' rentals as specified from time to time

Forbearance

Provided that.

The maximum period for deposit higher than at (a) above (i.e. higher than
for fixed line telephony other than using wireless in local loop) is one year.
At the end of one year of obtaining a wireless in local loop connection,
unless the subscriber specifically demands the continuation of that
connection on wireless in local loop, the additional deposit involved shall
be refunded to the subscriber or interest paid on such additional deposit at
the annual rate of interest for one year deposits prescribed by the State
Bank of India.

795 GI/99 - 7 A
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(5) Monthly
Rentals For Rural
Subscribers

(5.a) Rural Low
User Subscribers

(5.b) Rural
General User
Subscribers

(5.c) Rural
Commercial User
Subscribers

Exchange System
Capacity

(Number of Lines)

Up to 999
1,000 to 29,999
30,000 to 99,999
1 lakh and above

Exchange System
Capacity

(Number or Lines)

Up to 999
1,000 to 29,999
30,000 to 99,999
1 lakh and above

Exchange System
Capacity

(Number of Lines)

Up to 999
1,000 to 29,999
30,000 to 99,999
1 lakh and above

From
1 April, 1999 to
31 March, 2000

(Rs.)

70
120
180
250

From
1 April, 1999 to
31 March, 2000

(Rs.)

70
120
180
250

Front
1 April, 1999 to
31 March, 2000

(Rs.)

120
160
220
310

From
1 April, 2000 to
31 March, 2001

(Rs.)

70
120
180
250

From
1 April, 2000 to
31 March, 2001

(Rs.)

95
140
200
280

From
1 April, 2000 to
31 March, 2001

(Rs.)

120
160
220
310

From
1 April, 2001 to
31 March, 2002

(Rs.)

70
120
180
250

From
1 April, 2001 to
31 March, 2002

(Rs.)

120
160
220
310

From
1 April, 2001 to
31 March, 2002

(Rs.)

120
160
220
310

Notes:
(1) Rural subscribers are those who reside in rural areas. For the purpose

of this schedule, the definition of rural area shall be the same as used in
conducting the Census of India.

795 GI/99 - 7 B
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(2 ) L o w use r subscr ibers a re t h o s e m a k i n g not m o r e than 5 0 0 mete red calls

per mon th o f a bi l l ing cycle .

(3) Genera l use r subscr ibers a re t hose o ther than low user subscr ibers o r

commerc i a l u se r subscr ibers .

(4) T h e p rocedures for migra t ion of subscr ibers from one ca tegory to

another (i.e. l ow user subscr ibers t o general user subscr ibers , and v ice-

versa) on the basis o f the extent o f u sage wil l be notified before 3 0

September , 1999 , as this i ssue b e c o m e s re levant only wi th effect from

1 Apri l , 2000 .

(5 ) T h e rules for classifying subscr ibers as commerc ia l user subscr ibers

will be laid d o w n by t h e Author i ty after due consul ta t ion. In the

inter im, commerc ia l use r subscr ibers are t hose w h o opt for the rental

ca tegory specified for " C o m m e r c i a l u se r subscr ibers" . T h e

classif ication as commerc ia l user subscr iber shall b e effective from the

c o m m e n c e m e n t o f the next bi l l ing cyc le after the da te o f opt ion

(6) E x c h a n g e sys tem capaci ty is the sum o f the capaci t ies o f all exchanges

in a local area, except that for rural subscr ibers the re levant exchange

sys tem capaci ty t o be reckoned for this p u r p o s e is the o n e as existed

pr ior t o 15 t h Augus t 1998, i.e. before the local call area b e c a m e c o -

t e rminus w i th t h e shor t d is tance cha rg ing a rea ( S D C A ) for purpose o f

local calls . Any augmenta t ion o f the exchange capaci ty after the da te

o f implementa t ion o f th is Orde r shall automat ica l ly b e taken into

account for re-classif icat ion for pu rposes of tariffs.

(7) Short Dis tance Charg ing Area ( S D C A ) is the area which , wi th few

except ions , coincide wi th r evenue tehsi l / taluk.
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(6) Monthly
Rentals For
Urban
Subscribers

(6.a) Urban Low
User Subscribers

(6.b) Urban
General User
Subscribers

••

(6.c) Urban
Commercial User
Subscribers

Exchange System
Capacity

(Number of Lines)

Up to 29,999
30,000 to 99,999
1 lakh and above

Exchange System
Capacity

(Number of Lines)

Up to 29,999
30,000 to 99,999
1 lakh and above

Exchange System
Capacity

(Number of Lines)

Up to 29,999
30,000 to 99,999
1 lakh and above

From
1 April, 1999 to
31 March, 2000

(Rs)

120
180
250

From
1 April, 1999 to
31 March, 2000

(Rs.)

120
180
250

From
1 April, 1999 to
31 March, 2000

(Rs.)

160
220
310

From
1 April, 2000 to
31 March, 2001

(Rs.)

120
180
250

From
1 April, 2000 to
31 March, 2001

(Rs.)

140
200
280

From
1 April, 2000 to
31 March, 2001

(Rs.)

160
220
310

From
1 April, 2001 to
31 March, 2002

(Rs.)

120
180
250

From
1 April, 2001 to
31 March, 2002

(Rs.)

160
220
310

From
1 April, 2001 to
31 March, 2002

(Rs.)

160
220
310

Notes:
(1) Urban subscribers are those who reside in urban areas. For the

purpose of this schedule, the definition of urban area shall be the
same as used in conducting the Census of India.

(2) Low user subscribers are those making not more than 500 metered
calls per month of a billing cycle,
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(7) Tariff per
metered call for
rural subscribers

(8) Free calls (or
uncharged calls)
for rural
subscribers

(9) Tariff per
metered call for
urban subscribers

(3) General user subscribers are those other than low user subscribers
or commercial user subscribers.

(4) The procedures for migration of subscribers from one category to
another (i.e. low user subscribers to general user subscribers, and
vice-versa) on the basis of the extent of usage will be notified
before 30 September, 1999, as this issue becomes relevant only
with effect from 1 April, 2000.

(5) The rules for classifying subscribers as commercial user subscribers
will be laid down by the Authority after due consultation. In the
interim commercial user subscribers are those who opt for the
rental category prescribed for "Commercial user subscribers". The
classification as commercial user subscriber shall be effective from
the commencement of the next billing cycle after the date of option

(6) Exchange system capacity is the sum of the capacities of all
exchanges in a local area.

First 500 metered calls per
month of the billing cycle
(except for free calls)

(Rs.)

0.80

Metered calls in excess of
the first 500 metered calls
per month of the billing cycle

(Rs)

1.20

75 metered calls per month of a billing cycle

First 500 metered calls per
month of the billing cycle
(except for free calls)

(Rs.)

1.00

Metered calls in excess of
the first 500 metered calls
per month of the billing cycle

(Rs.)

1.20



102 THE GAZETTE OF INDIA : EXTRAORDINARY [PART III—SEC. 4]

(10) Free calls (or
uncharged calls)
for urban
subscribers

(11) Pulse Rate
for local calls

(11.a) Exchanges
where pulses can
be applied to local
calls

(11.b) Exchanges
where pulses can
not be applied to
local calls

(12) Pulse rates
for peak hours

(12.a) For
subscriber trunk
dialed domestic
long distance calls

60 metered calls per month of a billing cycle

180 seconds

Forbearance

Notes:
(1) Local Area is the area co-terminus with a Short Distance Charging

Area (SDCA).
(2) Short Distance Charging Area (SDCA) is the area which, with few

exceptions, coincide with revenue tehsil/taluk.

Radial distance
between any two
exchanges or
between any two
charging centres

Up to 50 kms.

Above 50 kms.
and up to 200 kms.

Above 200 kms.
and up to 500 kms.

Above 500 kms.
and up to 1,000 kms.

Above 1,000 kms.

From
1 April, 1999 to
31 March, 2000
(Seconds)

180.0

14.0

5.0

3.5

2.5

From
1 April, 2000 to
31 March, 2001
(Seconds)

180.0

15.0

6.2

4.1

3.0

From
1 April, 2001 to
31 March, 2002
(Seconds)

180.0

18.0

6.8

4.6

3.5
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These pulse rates
imply the
following peak
hour tariffs for an
STD call of l
minute duration;

(12.a.i) At pulse
charge of Rs. 0.80
per metered call

(12.a.ii) At pulse
charge of Re. 1.00
per metered call

Radial distance
between any two
exchanges or
between any two
charging centres

Up to 50 kms.

Above 50 kms.
and up to 200 kms

Above 200 kms.
and up to 500 kms.

Above 500 kms.
and up to 1,000 kms,

Above 1,000 kms

Radial distance
between any two
exchanges or
between any two
charging centres

Up to 50 kms.

Above 50 kms.
and up to 200 kms.

Above 200 kms
and up to 500 kms.

Above 500 kms.
and up to 1,000 kms.

Above 1,000 kms.

From
1 April, 1999 to
31 March, 2000

(Rs.)

0 80

4 00

10 40

14.40

20.00

From
1 April, 1999 to
31 March, 2000

(Rs.)

1.00

5.00

13.00

18,00

25 00

From
1 April, 2000 to
31 March, 2001

(Rs.)

0 80

4 00

8.00

12,00

16.80

From
1 April, 2000 to
31 March, 2001

(Rs.)

1.00

5.00

10 00

15 00

21.00

From
1 April, 2001 to
31 March, 2002

(Rs.)

0 80

3 20

7 20

11.20

14 40

From
1 April, 2001 to
31 March, 2002

(Rs.)

1.00

4 00

9.00

14.00

18.00
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(12.a.iii) At pulse
charge of Rs. 1.20
per metered call

Radial distance
between any two
xchanges or

between any two
charging centres

Up to 50 kms.

Above 50 kms.
and up to 200 kms.

Above 200 kms.
and up to 500 kms.

Above 500 kms.
and up to 1,000 kms.

Above 1,000 kms.

Notes:

From
1 April, 1999 to
31 March, 2000

(Rs.)

1.20

6.00

15.60

21.60

30,00

From
1 April, 2000 to
31 March, 2001

(Rs.)

1.20

6.00

12.00

18.00

25.20

From
1 April, 2001 to
31 March, 2002

(Rs.)

1.20

4.80

10.80

16.80

21.60

(1) Charging centres are classified as "Long Distance Charging Centre"
(LDCC) and "Short Distance Charging Centre" (SDCC).

(2) Long Distance Charging Centre is a particular Trunk Exchange in a
long distance charging area as presently defined for the purpose of
charging for trunk calls. Headquarters of a Secondary Switching Area
are generally LDCCs.

(3) Short Distance Charging Centre is a particular exchange in short
distance charging area as presently defined for the purpose of charging
trunk calls. Headquarters of Short Distance Charging Areas are
generally SDCCs.

(4) Secondary Switching Area (SSA) is a territory, whose boundaries,
generally but not necessarily, are co-terminus with those of a revenue
District and in which normally one Secondary Trunk Automatic
Exchange is located.
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(12.b) Inter-
national
Subscriber Dialed
calls

These Dulse rates
imply the
following peak
hour tariff's for
ISD calls of 1
minute duration:

(12.b.i) At pulse
charge of Rs. 0.80
per metered call

Country Category

SAARC and other
Neighbouring Countries

Countries in Africa,
Europe, Gulf, Asia
and Oceania

Countries in American
Continent and Other
Places in Western
Hemisphere

Call made to:

SAARC and other
Neighbouring Countries

Countries in Africa,
Europe, Gulf, Asia
and Oceania

Countries in American
Continent and Other
Places in Western
Hemisphere

From
1 April, 1999 to
31 March, 2000

(seconds)

2.5

1.5

1.2

From
11 April, 1999 to
31 March, 2000

(Rs.)

20.00

3 2 80

40.80

From
1 April, 2000 to
31 March, 2001

(seconds)

2.8

1.8

1.5

From
1 April, 2000 to
31 March, 2001

(Rs.)

16.80

27.20

32.80

From
1 April, 2001 to
31 March, 2002

(seconds)

3.3

2.3

1.8

From
1 April, 2001 to
31 March, 2002

(Rs.)

14.40

21.60

27.20
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(12.b.ii) At pulse
charge of Re. 1.00
per metered call

(12.b.iii) At pulse
charge of Rs. 1.20
per metered call

Call made to:

SAARC and other
Neighbouring Countries

Countries in Africa,
Europe, Gulf, Asia and
Oceania

Countries in American
Continent and Other
Places in Western
Hemisphere

Call made to:

SAARC and other
Neighbouring Countries

Countries in Africa,
Europe, Gulf, Asia and
Oceania

Countries in American
Continent and Other
Places in Western
Hemisphere

From
1 April, 1999 to
31 March, 2000

(Rs.)

25.00

41.00

51.00

From
1 April, 1999 to
31 March, 2000

(Rs.)

; 30.00

49.20

61.20

From
1 April, 2000 to
31 March, 2001

(Rs.)

21.00

34.00

41.00

From
1 April, 2000 to
31 March, 2001

(Rs.)

25.20

40.80

49.20

From
1 April, 2001 to
31 March, 2002

(Rs.)

18.00

27.00

34.00

From
1 April, 2001 to
31 March, 2002

(Rs.)

21.60

32.40

4080

Note: The coverage of country categories shall be as per the present
classification by the Department of Telecommunications.
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(13) Peak hour
tariff

(13.a) For manual
trunk calls

(13.a.i) From and
to places with
STD facilities

(13.a.ii) From/to
places without
STD facilities

(13.b) For trunk
calls with special
features such as
demand call,
person to person
call, lightning
call, etc.

(i) Rs 5 per call

Plus

(ii) Tariff for subscriber trunk dialed domestic long distance calls, as
applicable,

Provided that.

the minimum tariff under this plan may be the amount applicable to a
one minute subscriber trunk dialed domestic long distance call

The above tariffs are ceilings

Tariffs shall be the same as in (i) above, assuming as if these places have
STD facilities.

Forbearance
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(13.c)Eor
operator assisted
international
calls

(13.c.i) From and
to places with ISD
facilities

(13.c.ii) From/to
places without
ISD facilities

(13.d)For
operator assisted
international
calls, with special
features such as
demand calls,
person to person
call, lightning
call. etc.

(14) Peak Hours:

(14.a)For
domestic long
distance calls

(i) Rs. 5 per call

Plus

(ii) Tariff for ISD calls, as applicable.

Provided that.

the minimum tariff under this plan may be the amount applicable to a one
minute ISD call

The above tariffs are ceilings.

Tariffs shall be the same as in (i) above, assuming as if these places have
ISD facilities.

Forbearance

(i) For distance slab "Up to 50 kilometers", there need not be any
division of the calendar day between peak and off-peak hours.

(ii) For all other distance slabs, peak hours shall not exceed 11 hours
during a calendar day. Peak hour tariffs specified in this schedule
cannot, therefore, be charged for more than 11 hours in a calendar
day for distance slabs beyond 50 kms.

(iii) Forbearance with respect to the choice of timings for peak hours.
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(14.b) For
international calls

(151 Off-peak
hours

(15.a) For
domestic lone
distance calls

(15.b) For
international calls

(i) For country categories in the Table specifying peak hour pulse
rates for international calls, peak hours shall not exceed 11
hours during a calendar day for each of the three country
categories. Peak hour tariffs specified in this schedule for
international calls cannot, therefore, be charged for more than
11 hours in a calendar day for any of the three country
categories.

(ii) Forbearance with respect to the choice of timings for peak
hours of 11 hours during a calendar day for each of the three
country categories,

(i) For all distance slabs other than "Up to 50 kms", off-peak
hours shall not be less than 13 hours during a calendar day.

(ii) On Sundays and National Holidays (i.e., 26th January, 15th
August and 2nd October), all the 24 hours during the calendar
day shall be off-peak hours.

(iii) Forbearance with respect to the choice of timings for off-peak
hours during a calendar day.

(iv) Forbearance for off-peak hour tariffs subject to the condition
that these tariffs shall be below the relevant peak hour tariffs
specified in this schedule.

(i) For country categories in the Table specifying peak hour pulse
rates for international calls, off-peak hours shall not be less than 13
hours during a calendar day for each of the three country
categories

(ii) On Sundays and National Holidays (i.e., 26th January, 15th August
and 2nd October), all the 24 hours during the calendar day shall be
off-peak hours.

(iii) Forbearance with respect to the choice of timings for off-peak
hours during a calendar day for each of the three country
categories.

(iv) Forbearance for off-peak hour tariffs, subject to the condition that
these tariffs shall be below the peak hour tariffs specified in this
schedule.
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(16) Franchised
Group PBX, or
PABX and
EPABX with DID
Facility (for
Multistory
Buildings. Other
Buildings. Co-
operative
Housing
Societies)

(16.a) For the
franchisee

(16.a.i) Regis-
tration and
Installation
charges

(16.a.ii) Monthly
rental per
junction line

(16.a.ii.l)For
outgoing and
both-ways
junctions

(16.a.ii.2)For
incoming
junctions

(16.a.iii) Other
Matters Relevant
to Tariffs

Prevailing charges as on the date of this Order as ceilings

Exchange system capacity
(Number of lines)

Up to 999 lines
1,000 to 29,999 lines
30,000 to 99,999 lines
1 lakh and above lines

Rural Franchisees
(Ceilings of Rs.)

120
160
220
310

Urban Franchisees
(Ceilings of Rs.)

160
160
220
310

Same rental as for outgoing and both-ways junctions less a minimum
rebate of Rs. 50 per month.

Forbearance



III

(16.b)For
extension user

(16.b.i) Regis-
tration and
Installation
charges

(16.b.ii) Monthly
Rental

(16.b.iii) Security
Deposit

(16.b.iv) Call
Charge

(16.b.v) Free
Calls (or
uncharged calls)

(16.b.vi) Other
Matters Relevant
to Tariffs

Prevailing charges as on the date of this Order as ceilings

Rs. 125 per month

Ceiling of twelve months' rental charged to the extension user

Rs. 1 20 per metered call

Nil

Forbearance

Note: Alternative tariff packages may be offered by franchisees For
explanation of "alternative tariff packages", see Explanatory Notes at the
end of this schedule.
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(17) Subscriber
Owned Group
PBX. PABX,
EPABX (for
Office Buildings.
Hotels, and Other
Parties)

(17.a)Registration
and Installation
charges

(17.b) Monthly
Rental
Per Junction
Line:

(17.b.i)For
outgoing and
Both-Ways
junction lines

(17.b.ii) For
incoming junction
lines

(17.c) Call
Charge

(17.d) Free Calls
(or uncharged
calls)

(17.e) Other
Matters Relevant
to Tariffs

Prevailing charges as on the date of this Order as ceilings

Ceiling of Rs. 620 per month

Ceiling of Rs. 620 per month less a minimum rebate of Rs. 50 per month

Rs. 1 20 per metered call

Nil

Forbearance



113

(18) Service
Provider Owned
Group PBX.
PABX. EPABX
(for Office
Buildings. Hotels,
and Other
Parties)

(18.a)
Registration and
Installation
charges for
junctions

(18.b) Monthly
Rental
Per Junction Line

(I8.b.i) For
outgoing and
Both-Ways
junction lines

(18.b.ii) For
incoming junction
lines

(18.c) Call
Charge

(18.d) Free Calls
(or uncharged
calls)

(18.e) Other
Matters Relevant
to Tariffs

Prevailing charges as on the date of this Order as ceilings

Ceiling of Rs. 620 per month

Ceiling of Rs. 620 per month less a minimum rebate of Rs. 50 per month

Rs 1.20 per metered call

Nil

Forbearance

Forbearance

795 GI/99 --8A
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(fl9) PCOs/VPTs
(19.a) Coin
Collection Boxes
(CCBs)

(19.a.i) Tariff in
rural areas

(19.a.ii) Tariff in
urban areas

(19. b) Tariff for
local call from
PCOs/VPTs
(other than from
STD/1SD
PCOs/VPTs)

(19.b.i) in rural
areas

(19.b.ii) in urban
areas

(19.c) Tariff for
local and
STD/ISD calls
from STD/ISD
PCOs/VPTs

(I9.c.i) in rural
areas

(19.c.ii) in urban
areas

(19.d) Long
distance public
telephone with
Hat rate

Re. 1.00 per metered call

Re. 1.00 per metered call

Ceiling of Re. 1.00 per metered call

Ceiling of Rs 1.20 per metered call

Ceiling of Rs. 1.20 per metered call

plus

Ceiling of Rs. 2 for each STD/ISD call (irrespective of duration)

Ceiling of Rs. 1.20 per metered call

plus

Ceiling of Rs. 2 for each STD/ISD call (irrespective of duration)

Forbearance
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(20) Fascimile

(21) All Other
Matters Relevant
to Tariffs,
including billing
cycle, and special
and
supplementary
services not
elsewhere
specified
EXPLANATORY
NOTES:
(a) Low User
Subscriber

(b) General User
Subscriber

(c) Commercial
User Subscriber

(d) Rural
subscribers

(e) Urban
subscribers

(f) Standard tariff
package(s)

Forbearance

Forbearance

A subscriber making not more than 500 metered calls per month of a
billing cycle.

A subscriber other than low user subscribers or commercial user
subscribers. The procedures for migration of subscribers from one
category to another (i.e. low user subscribers to general user subscribers,
and vice-versa) on the basis of the extent of usage will be notified before
30 September, 1999, as this issue becomes relevant only with effect from 1
April, 2000.

The rules for classifying subscribers as commercial user subscribers will
be laid down by the Authority after due consultation process. In the
interim commercial user subscribers are those who opt for the rental
category prescribed for "Commercial user subscribers". The classification
as commercial user subscriber shall be effective from the commencement
of the next billing cycle after the date of option.

Subscribers residing in rural areas. For the purpose of this schedule, the
definition of rural area shall be the same as used in conducting the Census
of India.

Subscribers residing in urban areas. For the purpose of this schedule, the
definition of urban area shall be the same as used in conducting the Census
of India.

A standard tariff package provides basic services at the tariffs specified in
the schedule, and includes the specified number of free calls. Different
rentals prescribed for the three categories of subscribers in (a) to (c) above
imply that three different standard tariff packages are specified in this
schedule.
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(g) Alternative
tariff packages

(h) Mandatory
provision of
standard
packages

(i) Exchange
system capacity

(j) Short Distance
Charging Area
(SDCA)

(k) Charging
Centres

(1) Long Distance
Charging Centre
(LDCC)

(m) Short
Distance
Charging Centre
(SDCC)

(n) Secondary
Switching Area
(SSA)

Tariff and free call allowance offered to subscribers by service providers,
in addition to those offered in the standard tariff packages. In the
"alternative tariff packages", items for which tariffs are specified in terms
of a ceiling will continue to be subject to the specified ceiling Items for
which a specific amount of tariff is shown in this schedule (e.g. rentals and
call charges) may have any alternative tariff in the "alternative tariff
package". Similarly, an alternative free call allowance may be provided in
an "alternative tariff package"

Subscribers must have the option of getting basic services (other than
ISDN) at tariffs and free call allowance specified in this schedule. In
addition, the service provider may offer alternative tariff packages to the
subscribers. The subscriber shall be free to choose among various tariff
and free call offers available,

The sum of the capacities of all exchanges in a local area, except that for
the purpose of offering tariffs applicable to rural subscribers (including
rentals) the relevant exchange system capacity to be reckoned is the one as
existed prior to 15th August 1998, i.e. before the local call area became co-
terminus with the short distance charging area (SDCA) for purpose of local
calls. Any augmentation of the exchange capacity after the date of
implementation of this Order shall automatically be taken into account for
re-classification for the purposes of tariffs.

Short Distance Charging Area (SDCA) is the area which, with few
exceptions, coincide with revenue tehsil/taluk. The local area is co-
terminus with an SDCA for the purpose of tariffs

Charging centres are classified as "Long Distance Charging Centre"
(LDCC) and "Short Distance Charging Centre" (SDCC).

Long Distance Charging Centre is a particular Trunk Exchange in a long
distance charging area as presently defined for the purpose of charging for
trunk calls Headquarters of a Secondary Switching Area are generally
LDCCs.

Short Distance Charging Centre is a particular exchange in short distance
charging area as presently defined for the purpose of charging trunk calls.
Headquarters of Short Distance Charging Areas are generally SDCCs.

Secondary Switching Area (SSA) is a territory, whose boundaries,
generally but not necessarily, are co-terminus with those of a revenue
District and in which normally one Secondary Trunk Automatic Exchange
is located.
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Schedule II
Cellular Mobile Telecom Service (CMTS)

(1)

(2)

(3)

(4)

(5)

(6)

(7)

ITEM

Date of
implementation

Deposit

Installation
charges

Categorisation of
hours in a
calendar day

Duration of
Standard Hours
and Concessional
Hours

Timing of
Standard Hours
and Concessional
Hours

Pulse rate for calls

TARIFF

01 April, 1999*

Prevailing charges as specified in the present licence as ceiling

Prevailing charges as specified in the present licence as ceiling

Standard Hours and Concessional HoursK

Standard Hours shall not exceed eleven hours in a calendar day. except as
provided otherwise
All other hours shall be Concessional Hours

Forbearance

20 seconds

* This tariff will be applicable from 01 April, 1999 to 31 July, 1999. The tariff
applicable when the Calling Party Pays (CPP) regime becomes effective from 01
August, 1999 shall be notified separately.

K Standard Hours and Concessional Hours correspond to the concept of Peak Hours
and Off-peak Hours respectively mentioned in Schedule I for Basic Services (other
than ISDN).
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ITEM
(8) Rental

(9) Airtime charges

(9.a) Standard Hours

(9.b) Concessional
Hours

Tariff for different
category of calls

(10) Calls from
PSTN to Mobile

(11) Calls from
Mobile to PSTN

(12) Calls from
Mobile to Mobile
within Metro
Licensee Service
Areas

(13) Calls from
Mobile to Mobile
not included in
item (12) above

TARIFF
Rs. 600 per month

Rs 6 per minute

Forbearance;
Provided that airtime during Sundays and three National Holidays (26th

January, 15th August, and 2nd October) shall be priced at Concessional rates

The called party to pay airtime

Tariff to comprise
i) Airtime; plus
ii) PSTN charges for local or long distance as applicable from time to

time to the fixed network

Both called and calling party to pay airtime

Tariff to comprise airtime plus a supplementary long distance charge based
on distance
The Service Provider shall make the calling party aware of the quantum of the
supplementary charge to be paid by the party, by making appropriate
technical arrangements



119

ITEM
(14) Additional Items

(14.a) Roaming

(14.b) Other
Supplementary
Services

(14.c) Value Added
Services

(14.d) All other
matters relevant to
Tariff, including
billing cycle
Explanatory Notes

a) Standard Tariff
Package

b) Alternative Tariff
Packages

c) Mandatory
provision of standard
packages

TARIFF

Forbearance

Forbearance

Forbearance

Forbearance

The Standard Package provides Cellular services at the tariffs specified in the
schedule

Tariff offered to subscribers in addition to that offered in the Standard
Package

In these Alternative Tariff Packages. items for which tariffs are specified as
ceilings cannot be exceeded Items for which a particular amount is specified
in the schedule viz. rental and airtime charge may have a different tariff in the
Alternative Tariff Package

Subscribers must have the option of getting Cellular services at tariffs
specified in this schedule. In addition, the service provider may offer
alternative tariff packages to the subscribers. The subscriber shall be free to
choose among various tariff packages available
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S c h e d u l e III
Radio Paging Services

ITEM

(1) Date of
implementation

(2) Deposit

(3) Registration Fee

(4) Rental

(4.a) Alphanumeric
Service

(4.b) Numeric Service

(5) All other matters
relevant to tariff,
including
supplementary
services, value added
services, billing cycle

TARIFF

01 April, 1999

Prevailing charge as specified in the present licence as
ceiling

Prevailing charge as specified in the present licence as
ceiling

Rs. 300 per month as ceiling

Rs. 175 per month as ceiling

Forbearance

Note: The Authority will review the tariff and other conditions specified in this
schedule once the detailed study on viability assessment of Radio Paging Services
Providers that is currently in progress is complete If the results of the study warrant,
the tariffs will be changed.
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SCHEDULE IV
LEASED CIRCUITS

ITEM

(1) Date of
Implementation

(2) Coverage

(3) Ready
Reckoner Tariff
for leased
circuits of speed;

(3.a) 64 Kbps

(3.b) 2 Mbps

(3.c) Below 64
Kbps

TARIFF

01 April, 1999

(a) All tariffs specified as ceilings

(b) It is mandatory for leased circuits to be provided through utilization of
spare capacity when such capacity is available and when not available,
on rent and guarantee terms

(c) The tariff for leased circuits shall be calculated either

(i) As a combination of tariff given under "Ready Reckoner Tariff'
and tariffs given under "Other additional costs, as applicable";

Or,

(ii) On rent and guarantee terms

As specified in Annex 1 to this schedule

As specified in Annex 2 to this schedule

Forbearance
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(3.d) N Times 64
Kbps

(3.e) N Times 2
Mbps

(4) Other
Additional Costs.
As Applicable

(4.a) Local leads
or end links

(4.b) Payment
for right of way/
way leave
charges

(5) Tariff for
leased circuits
provided on rent
and Guarantee
terms

Ceiling tariffs for capacity ranging from 128 Kbps to 960 Kbps shall be
determined by multiplying the ceiling tariff for leased circuits of 64 Kbps by
the coefficients specified below:

Capacity (Kbps)

960
768
512
384
320
256
192
128

Coefficient

7.6
6.4
4.8
4.0
3.6
3.1
2.5
18

Ceiling tariffs for N Times 2 Mbps leased circuits shall be N times the ceiling
tariff for leased circuit of 2 Mbps, except that in calculating the ceiling tariffs:

(i) N = 16 for 34 Mbps, and
(i) N = 64 for 140 Mbps:

If these additional items are charged, they must be specified separately and
individually in the bill

Tariff for local lead (or end links) to be charged as

(i) Charge for leasing these local leads, or

(ii) If such leasing is not possible then

(1) On rent and guarantee basis, or alternatively

(2) On contribution basis

The service provider may also charge for the amount paid, if any

(a) To be based solely upon costs

(b) Rent and guarantee tariffs under this schedule to apply to prospective
leased circuits
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(6) Tariffs for
circuits leased
for short
duration

(6.a) For a
period up to 3
months

(6.b) For a
period exceeding
three months but
less than one
year

(6.c) Charge for
local leads, or
end links

(7) Tariff when
capacity addition
is required to
provide leased
circuits

(8) Other
Matters Relevant
to Leased
Circuits Tariffs

Double the pro rata rental as specified under the category "Ready Reckoner
Tariff"

Full year rental as specified under the category "Ready Reckoner Tariff'

Costs incurred in addition to the existing local leads and long distance medium,
including additional costs incurred for any special constructions, may be added
to the short duration rentals specified under items (a) and (b) above

Parties providing and renting circuits to share costs based on bilateral
negotiations

Forbearance



Distancc(km)
5
10
15
20
25
30

35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110
115
120
125
130
135
140
145
150
155
160
165
170
175
180
185
190
195
200

TQTAL(Rs.)
24,558
25,632
26,707
27,781
28,856
29,930
31,005
32,079
33,154
34,319
34,442
35,121
35,800
36,480
37,159
37,838
38,518
39,197
39,876
40,646
41,325
42,004
42,683
43,363
44,042
44,721
45,401
46,080
46,759
47,529
48,208
48,887
49,566
50,246
50,925
51,604
52,284
52,963
53,642
54,412

Distance(km)
205
210
215
220
225
230
235
240
245
250
255
260
265
270
275
280
285
290
295
300
305
310
315
320
325
330
335
340
345
350
355
360
365
370
275
380
385
390
395
400

TOTAL(Rs.)
55,091
55,770
56,449
57.129
57,808
58,487
59,167
59,846
60,525
61,295
61,974
62.653
63,332
64,012
64,691
65,370
66,050
66,729
67,408
68,178
68,857
69,536
70,215
70,895
71,574
72,253
72,933
73.612
74,291
61,475
75,740
76,419
77,098
77,778
78,457
79.136
79,816
80,495
81,174
81,944

Distance(km)
405
410
415
420
425
430
435
440
445
450
455
460
465
470
475
480
485
490
495
500

TOTAL(Rs)
82,623
83,302
83,981
84,661
85,340
86,019
86,699
87,378
88,057
88,827
89,506
90.185
90,864
91,544
92,223
92.902
93,582
94,261
94,940
95,710

Beyond 500 kms Rs. 96000
fixed irrespective of distance
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(Annex 2 to Schedule IV)
READY-RECKONER CEILING TARIFF FOR 2 Mbps LEASED CIRCUITS BASED ON 140 Mbps SYSTEM

Distance(km)

5

10
15
20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
110
115
120
125
130
135
140
145
150
155
160
165
170
175
180
185
190
195
200

TOTAL(Rs.)

55,820

88,056
120,291
152,527
184,763
216,999
249,235
281,471
313,706
348,642
352,345
372,724
393,103
413,482
433,860
454,239
474,618
494,997
515,376
538,454
558,833
579,212
599,591
619,970
640,349
660,727
681,106
701,485
721,864
744,943
765,321
785,700
806,079
826,458
846,837
867,216
887,594
907,973
928,352
951.431

Distance(km)

205

210
215
220
225
230
235
240
245
250
255
260
265
270
275
280
285
290
295
300
305
310
315
320
325
330
335
340
345
350
355
360
365
370
275
380
385
390
395
400

TOTAL(Rs)

971,810

992,189
1,012,567
1,032,946
1,053,325
1,073,704
1,094,083
1,114.461
1,134,840
1,157,919
1,178,298
1,198.677
1,219,056
1,239,434
1,259,813
1.280.192
1,300,571
1,320,950
1,341,328
1.364,407
1,384,786
1,405,165
1,425.544
1,445,923
1,466.301
1,486,680
1,507,059
1,527,438
1,547,817
1,163,319
1,591,274
1,611,653
1,632,032
1,652,411
1,672,790
1,693,168
1,713,547
1,733,926
1,754,305
],777,384

Distance(km)

405

410
415
420
425
430
435
440
445
450
455
460
465
470
475
480
485
490
495
500

T O T A L (Rs.)

1,797,763

1,818,141
1,838,520
1.858,899
1,879,278
1,899,657
1,920,035
1.940,414
1.960,793
1,983,872
2,004,251
2.024.630
2,045.008
2,065,387
2,085,766
2,106,145
2,126.524
2,146,902
2,167.281
2,190,360

Beyond 500 kms Rs.22 Lakhs
fixed irrespective of distance
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Schedule V
ISDN Services

ITEM

(1) Date of implementation

(2) Initial Deposit and
Registration Deposit

(3) Installation and Testing
Charges

(3.a) Wiring charges upto
Network Terminal (NT) for
Primary Rate Access (PRA)

(3.b) Wiring charges upto NT1
for Basic Rate Access (BRA)

(3.c) Subscriber Interface Bus

(3.d) For ISDN Terminals

(3.d.i) Ordinary ISDN Phone
(3.d.ii) ISDN PC Card
(3.d.iii) ISDN Feature Phone
(3.d.iv) Terminal Adopter
(3.d.v) ISDN PBX per port
(3.d.vi) G4 Fax Terminal
(3,d.vii) Videophone

(4) Monthly Rental for ISDN
Equipment (optional)

(4.a) Ordinary ISDN Phone
(4.b) ISDN PC Card
(4.c) ISDN Feature Phone
(4.d) Terminal Adopter
(4.e) ISDN PBX per port
(4.0 G4 Fax Terminal
(4.g) Videophone

TARIFF
01 April, 1999

Aggregate of all deposits (excluding security deposit for
equipment) cannot exceed one year's rental
The registration deposit should be combined with the initial deposit
for the purpose of comparing with the maximum limit on deposits -

Installation and testing charges are one time charges

Rs 4,000 as ceiling

Rs 600 as ceiling

Rs. 500 as ceiling

Rs. 275 as ceiling
Rs. 400 as ceiling
Rs. 550 as ceiling
Rs. 475 as ceiling
Rs 800 as ceiling
Rs. 6,000 as ceiling
Rs. 1,350 as ceiling

The rates for monthly rental for individual ISDN equipment are
applicable only if the equipment is hired from the service provider

Rs. 550 as ceiling
Rs, 800 as ceiling
Rs. 1,100 as ceiling
Rs. 950 as ceiling
Rs. 1,600 as ceiling
Rs. 12,000 as ceiling
Rs. 2,700 as ceiling
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(5) Monthly Rental for Access

(5.a) For PRA

(5.b) For BRA

(6) Usage Charges

For every B channel

(7) Rental for supplementary
services

(7.a) Direct Dialing in
(7.b) Calling Line

Identification
Presentation (CLIP)

(7.c) Line Hunting
(7.d) Closed User Group (CUG)
(7.e) Advice of Charge
(7.0 User to User Signalling

(8) Minimum period of hire for
temporary ISDN connection

(9) Rental for temporary ISDN
connection

(9.a) For PRA

(9.b) For BRA

(10) Surrender before provision

(11) Security Deposit for
equipment hired from the
Basic Service Provider

(12) All other matters relevant
to tariff, including billing cycle

A ceiling of Rs. 5,000 per month upto 3 kms and Rs. 2,000 for each
additional km or part thereof

Rs 1,000 as ceiling

Rates as applicable to PSTN as ceilings There shall be no
minimum usage charge

Any change in the PSTN tariff will automatically imply a
corresponding change in the usage rate applicable for every B channel

NIL
NIL

NIL
NIL

NIL
NIL

One month

A ceiling of Rs. 10,000 per month upto 3 kms and Rs. 4,000 for each
additional km or part as thereof

Rs. 2,000 per month as ceiling

Actual expenses incurred are chargeable

The security deposit cannot exceed the equipment's prevailing market
price

Forbearance
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Schedule VI
Internet

ITEM
(1) Date of
implementation

(2) Tariff for all Internet
Services other than
Internet Leased Circuits
(Port Charges)

(3) Charge for Internet
Leased Circuits (Port
Charges)

(4) All other matters
relevant to Internet Tariff,
including billing cycle

01 April, 1999

Forbearance

Speed

2.4 Kbps

9.6 Kbps

64 Kbps

128 Kbps

256 Kbps

512 Kbps

1 Mbps

2 Mbps

Forbearance

TARIFF

Tariff as Ceiling (Rs. Lakhs per annum)

0 7

2.5

5

7.6

10.5

15.1

25.1

41.8
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Schedule VII
Value Added Services

ITEM

(1) Date of
implementation

(2) Value Added Services

(3) All matters relevant
to tariff, including billing
cycle

TARIFF

01 April, 1999

These services include inter-alia
i)
ii)
iii)

iv)
v)

Electronic Mail
Voice Mail
Closed Users Group Domestic 64 Kbps Data Network via
INSAT Satellite System
Videotex Service
Video Conferencing

Forbearance

Schedule VIII
Telex and Telegraph Services

ITEM

(1) Date of
Implementation

(2) All matters relevant
to tariff

TARIFF

01 April, 1999

Forbearance !

Schedule IX
Global Mobile Personal Communication by Satellite (GMPCS)

ITEM
(1) Date of
implementation

(2) AH matters relevant to
Tariff, including billing
cycle

TARIFF
01 April, 1999

Forbearance

795 GI/99 9A
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ANNEX A

EXPLANATORY MEMORANDUM

A. INTRODUCTION

1. This Order is the culmination of a process, both extensive as well as intensive,
which involved two Consultation Papers (one on concepts, principles and
methodology, and the other containing tariff proposals for various telecom
services), written & oral comments on these papers and Open House Meetings in
different parts of the country. The Authority consulted with all stakeholders in
the sector, including service providers, consumers, potential investors, Ministry of
Communications, and Members of Parliament. On some of the issues involved,
other Telecom Regulatory Bodies and international experts were also consulted.
In arriving at the decisions contained in this Order, the Authority gave serious
consideration to all comments, including those contained in the Report of the Lok
Sabha's Standing Committee on Communications (hereinafter "Standing
Committee") that addressed the Authority's tariff proposals.

2. The purpose of this Memorandum is to lend clarity and transparency to this Order
and give reasons for decisions taken with regard to tariffs. The Authority wishes
to emphasize that this Order is only a first step in the process of tariff reform
which is essential to prepare for competition and for introduction of new services
Without such tariff reform, telecom development, in particular for basic services,
is not sustainable. The revised tariffs will not only reduce the vulnerability of the
incumbent basic service provider (DOT) to competition, but will also provide
adequate resources for the DOT. to achieve its network expansion. These tariffs
will also sustain the viability of the new entrants in different service areas.

3. Through this Order, the Authority also wants to send a signal to investors in this
sector about the direction of telecom pricing reform, the main elements of which
will be:
- tariffs will be further re-balanced towards costs while emphasizing the social

objective of encouraging low users of telecom to get connected and use the
system more intensively; and,

- service providers, and through them customers, will be provided enhanced
flexibility for pricing and giving alternative tariff packages to customers.

4. Universal Service Obligations (USO) will be dealt with separately. The Authority
is working on estimating the costs of USO, and ways in which the same could be
met. A Consultation Paper on this issue will be released later this year.

795 GI/99—9B
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5. The various comments and consultations held by the Authority clearly reflected
that differing, and sometimes conflicting, objectives were emphasized by different
stakeholders For example, several customer groups felt that the surplus of the
Department of Telecommunications (hereinafter "DOT") was inordinately high at
about Rs. 7,000 crores in 1997-98, and should be scaled down so as to avert any
need for a price increase In contrast, the DOT, and even the Standing
Committee, were not in favour of reduction in this surplus on the grounds that it
was needed for expansion of the telecom network The Authority has examined
the various concerns, including mutually conflicting ones, and has come out with
what, in its view, is a balanced tariff package which lays the foundation for
achieving the main objectives of consumer protection on the one hand, and.
network expansion and viability of the industry, on the other

6. The Authority has addressed the concerns of subscribers, including those raised
specifically with regard to rural subscribers. The aim has been to reduce the
burden of adjustment on low users of basic telecom in comparison to the
proposals contained in the Authority's Consultation Paper of 9 September, 1998
(Consultation Paper No. 98/3, hereinafter "Second Consultation Paper").
Moreover, the Authority has emphasized the provision of shared access, including
through franchisee EPABX, which will imply rentals lower than those specified
for Direct Exchange Lines (DELs) in most cases. Further, flexibility has been
provided to the service provider to offer any alternative rental, call charge, and/or
free call allowance in addition to those specified by the Authority. Such
flexibility will be beneficial to both subscribers and service providers.

7 The tariff re-balancing exercise also has to be seen in the context that.
- Tariffs have not increased since early 1993, while consumer incomes and

prices have risen substantially since then;
- Affordability implies not just a consideration of tariffs for rentals and local

calls but also long distance calls,
- Tariffs for long distance calls will decrease for three reasons (i.e. extension of

the local area to become co-terminus with SDCA as a result of the DOT's
Order implemented on 15 August, 1998, the treatment of calls to adjacent
SDCAs as equivalent to local calls under that Order, and the reduction under
this Order of STD calls to distances "above 20 and up to 50 kms" so that
these calls are charged at the rate for local calls),

- The tariff decrease for long distance calls would benefit in particular rural
subscribers because a larger portion of their calls are long distance calls;

- The reduction of long distance call charge will also benefit those making calls
from STD PCOs/VPTs. These are mainly the less well to do users of telecom.
It is noteworthy that about 30 per cent of revenues from STD calls are
contributed by STD PCOs/VPTs.

8. The Authority believes that the tariffs are fair also to the service providers, and
will ensure their viability. It is true that the DOT surpluses are significant but the
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Authority's opinion is that at the present stage of India's telecom development, it
is necessary for the DOT to have substantial surpluses for expanding the network
and to meet other social obligations.

9. The present exercise was based on information which was not adequate to make
detailed estimates of some elements The process, based on better data inputs,
will have to be refined in the future, in particular to determine cost based access
or interconnection charges. Such charges need to be decided for a more complete
treatment of interconnection, and will be a crucial input also to prepare for any
liberalization of the long distance sector

10. The Authority has begun a process to determine these charges, including an
exercise to achieve separation of accounts for service providers to obtain more
detailed information on the cost base, and achieve greater transparency of
operations, especially with regard to cross-subsidization.

11. There is a major disagreement between the Authority and the DOT on the revenue
implications of the tariffs for basic services (excluding ISDN) specified in this
Order The DOT is of the opinion that price decreases in domestic long distance
and international calls will not give rise to any increase in volume of these calls,
while the Authority expects there to be a substantial volume response to such
price decreases. More details on this matter are provided later in this
Memorandum

12. The Authority will monitor and assess the situation regarding revenues after the
implementation of the new tariff regime. In particular, the Authority will follow
the situation for basic services, and compare the actual revenues with its own
projections of the revenue implications for the DOT. If the actual scenario at
the end of first year turns out to be significantly different from the one
envisaged by the Authority, the situation will be reviewed and necessary
corrective measures taken.

13. Section B of this Memorandum addresses certain general aspects which apply to
more than one category of service. This is followed by Section C which
addresses the specific items covered in various Schedules of this Order. It begins
with a discussion of the Schedule on basic services (excluding ISDN), followed
by cellular mobile telecom services, radio paging services, leased circuits, ISDN
services, internet, value added services, telex and telegraph services, and Global
Mobile Personal Communication by Satellite.

B. GENERAL ISSUES

14. A number of issues addressed in the Order pertain to more than one service, e g
definition of tariff, reporting requirement, transparency and customer protection,
deposits, registration and installation charge, flexibility granted to the service
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provider in fixing tariffs, and peak and off-peak hours. These are addressed in
this scenario.

Coverage of the term "tariff"
15 It may be recalled that the term "tariff" is defined in the Order and includes

charges as well as related conditions and free call allowance

Different types of tariff specifications
16. Broadly, there are three types of tariffs specified in the Order:

An amount or level is specified for certain tariffs (for example, rentals, call
charges and free call allowance);
A tariff ceiling for some others, such as deposits or registration charges,

- Tariff forbearance for others, i.e. at present, the service provider has the
freedom to apply any tariff

Flexibility of Tariffs, Standard Tariff Package and Alternative Tariff Packages
17. It is mandatory that options offered to a subscriber include a tariff package that is

specified in the schedules, such tariff package(s) are defined as "standard tariff
package(s)" In addition, a service provider will be free to offer alternative tariff
packages in which:

Any alternative tariff is allowed for those items for which the Authority has
specified tariffs as amounts or levels;

- With regard to items for which tariffs are specified as ceilings, tariffs in the
alternative package are also constrained by the specified ceilings;
Service providers are free to offer any tariff for items subject to forbearance;
Subscribers shall have the freedom to choose among the available tariff
packages, including the standard tariff package

18 Forbearance has generally been applied to tariffs for:
Value added services, and other services with competitive markets.
New or emerging services; and.
Services which require to be studied further.

Reporting Requirement and Intervention by the Authority
19. Tariff flexibility provided to service providers is subject to two types of

safeguards in the Order:
the requirement that all tariffs (including in the alternative tariff packages or
those subject to forbearance), and any subsequent changes in them, are
notified to the Authority five working days prior to implementation;
the Authority's right to intervene and alter any tariff at any time, either suo
moto or on the basis of a reference to it from any affected party.

Transparency for the Customer
20. The Order also provides that subscribers (including potential subscribers) are

provided information on tariffs (including terms and conditions) through
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21.

publication of these tariffs in a specified format(s) These publications should
also include a comparison of the standard and alternative tariff packages.

In this regard, another significant condition specified in the Order is that service
providers shall not discriminate between subscribers of the same class.

Registration Charge. Installation Charge. and Deposits
22.

23.

24.

25.

It is important that the conditions of access to the network do not constrain
subscribers from getting connected to the network, in particular those providing
relatively low revenues. To address the possibility of segmentation of the market
in this manner, the prevailing charges for registration and installation have been
specified as ceilings.

A similar concern has led the Authority to specify that deposits must not exceed
twelve months' rentals, as applicable. In the Second Consultation Paper, the
Authority had recommended that interest be paid on these deposits. This Order
has not done so for two reasons. One, for a large proportion of subscribers, i.e.
those making 1,000 metered calls bi-monthly and which account for above 70 per
cent of the total, the specified rental is much lower than that proposed in the
Consultation Paper. Hence, there is already a considerable reduction in rentals
compared to the proposed rentals for these subscribers Secondly, payment of
interests will impose substantial financial burden on the service providers. An
alternative way of providing financial return on deposits is to lower the price of
access or use for the subscriber. Such a policy has been adopted in the Order.

There are certain exceptions to the policy enunciated above:
- tariff forbearance has been specified regarding installation charge and deposit

for fixed line telephony using wireless in local loop technology For this
technology, the installation charge could involve a higher cost than for other
technologies, and hence flexibility for the service provider. For deposits, the
flexibility is to help offer quick connections to those subscribers who wish to
get linked quickly, but such flexibility is provided in effect for only one year;

- tariff forbearance has been specified for deposits for STD/ISD calls. These
calls are likely to provide high revenues for service providers and they would
therefore not fix too high an amount for such deposits. In any event, the
deposits are also subject to reporting requirements and the possibility of
review by the Authority.

The Authority recognizes that the above-mentioned safeguards could be diluted
by tariffs specified for items for which tariff forbearance has been specified.
However, the two safeguards, including the reporting requirement, will be used to
address any such situation.
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Peak hours/Off-peak hours

26 . T h e Author i ty has specified tariffs on ly for peak hou r s and not off-peak hours .

Thus , it is necessary also to clarify the durat ion and t iming o f peak and off-peak

hours .

27 . In the Second Consul ta t ion Paper , for basic and cel lular mobi le services , the

Author i ty had p roposed peak hours for 8 hours dur ing a ca lendar day, leaving the

service providers free t o decide the t imings t he reo f Dur ing consul ta t ions , basic

service providers sought at least 11 hours as peak hours for domes t i c long

dis tance calls (i .e. the present s i tuation), and poin ted out that at present the

dura t ion of peak hours for internat ional calls w a s 17 hours Cellular mob i l e

service providers asked for 12 hours as the durat ion of peak hours .

28 Based o n these consul ta t ions and to foster higher usage , a total of 11 hours per

ca lendar day has been specified as peak hours for domes t ic long d is tance and

internat ional cal ls , and for cellular mobi le service.

29 . In the case o f domes t i c long d is tance , an excep t ion is m a d e for the first d is tance

slab, i.e. 0 t o 50 kms . , for wh ich the call cha rge is s a m e as for local calls. Service

providers have the opt ion o f not giving any off-peak hours for this d is tance slab,

similar to the situation for local calls .

30. Fur ther , the service prov ider is g iven flexibility t o dec ide which hours o f the day

wil l b e t rea ted as off-peak hours . Any such decis ion on the t imings for peak

hour s shall apply t o all t he d is tance s labs o ther than 0 to 50 kms .

3 1 . For internat ional calls a lso , the service provider has been provided wi th the

flexibility o f choos ing the t imings o f peak hours In addit ion, the service provider

may have separa te t imings for peak hours for each of the th ree country ca tegor ies

men t ioned in the Schedule .

32 . F o r domest ic long dis tance (except d is tance slab 0 to 50 kms . ) and internat ional
calls, and for cellular mob i l e service , off-peak tariffs have to b e provided for the
ent i re ca lendar day on Sundays , and on three national ho l idays , i.e. 26 t h January ,
15 t h Augus t , and 2 n d Oc tober .

33 . Tariffs for off-peak hours have to be less than the cor responding tariffs for peak

hours . The exact level o f such tariffs has been left t o the service providers t o

decide.
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C . I S S U E S S P E C I F I C T O S E R V I C E S E C T O R S

(1) C e r t a i n G e n e r a l I ssues R e l a t i n g to Bas ic Se rv i ces ( E x c l u d i n g I S D N )

34. In addit ion to the general issues ment ioned above , certain mat te rs were raised

regarding basic services (exc luding I S D N ) with a focus wider than any specific

tariff i tem These were : whether there is a need to re-balance tariffs for basic

services, affordabili ty o f the revised tariffs, and revenue impl ica t ions for basic

service provider

( a ) . W h e t h e r t h e r e is a n e e d to r e - b a l a n c e tar i f fs

35 Re-ba lanc ing of tariffs involves reduc ing tariffs which are above cos ts whi le

increasing those b e l o w costs Thus , re-balancing impl ies a reduct ion in the extent

of cross-subsidizat ion within the basic services sec tor Such a rat ionalization is

required as a condi t ion precedent to convers ion o f a single opera to r system into a

mul t i -opera tor one. This was recognized, inter-alia even in the initial phase o f

the Au thor i ty ' s consul ta t ions on te lecom tariffs. The v iews expressed in these

consul ta t ions showed a consensus in favour of re-balancing tariffs for basic

services

36 Subsequent ly , w h e n specific proposa ls on re-balancing were made by the

Authori ty in its Second Consul ta t ion Paper, there were some w h o opposed any re-

ba lanc ing at present Several c o m m e n t s were in favour of re-balanced tariffs

provided improvemen t s were m a d e in the quali ty o f service In this regard it is

wor th not ing that the Authori ty has c o m m e n c e d its consul ta t ion process on

quali ty o f service paramete rs , and will in due t ime specify quali ty pa ramete r s and

the process for ensur ing that they are implemented .

37 T hose oppos ing re-balancing of tariffs for basic services did so mainly on four

g rounds

If tariff re -ba lancing is required to address the situation of compet i t ion , it

should not be carried out because for some years there is unl ikely to be any

compet i t ion in basic services ,

The D O T was earning huge surplus and this should be passed on in the form

o f lower tariffs for all services , instead o f re-ba lancing tariffs which involves

an increase in certain tariffs.

The reduct ion in domest ic long dis tance and international call charges

adverse ly affects revenue earn ings .

Re-ba lanc ing tariffs involves an increase in rentals , which makes it m o r e

expens ive for subscr ibers to jo in the ne twork . This would in turn adverse ly

affect te ledensi ty and g rowth of t e l ecommunica t ions in India.

38 T h e A u t h o r i t y h a s c o n s i d e r e d t h e p r o s a n d cons of u n d e r t a k i n g ta r i f f r e -

b a l a n c i n g n o w . It c a m e to t h e conc lu s ion t h a t ta r i f f r e - b a l a n c i n g c a n n o t b e

a c h i e v e d in o n e s t e p , a n d f u r t h e r t h a t t h e first s t e p in th i s r e g a r d c a n n o t b e
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p o s t p o n e d if t h e po l icy of i n t r o d u c i n g p r i v a t e se rv ice p r o v i d e r s h a s t o

s u c c e e d . I n fac t , t h e A u t h o r i t y be l ieves t h a t t h i s s h o u l d h a v e b e e n

u n d e r t a k e n even be fo re i n t r o d u c i n g c o m p e t i t i o n in t h i s s ec to r . T h e g r o w t h

a n d d e v e l o p m e n t of t h i s s e c t o r wil l n o t b e s u s t a i n a b l e w i t h o u t t h i s r e f o r m

(see b e l o w ) .

Presence o f compet i t ion

39 Acco rd ing to the IXth Plan, the pr iva te sector is expec ted to provide m o r e than 13

per cent of the D E L s by 2 0 0 1 - 2 0 0 2 . B y 2 0 0 6 - 2 0 0 7 , this share is expec ted to be

30 per cent. E v e n if the e s t ima te o f 13 per cent is an opt imis t ic one , pr ivate sector

share o f the D E L s will not be insignificant, as shown be low, with regard to

compet i t ive pressure on the i n c u m b e n t ' s revenues and surplus.

40 . The d o w n w a r d s pressure on revenues and surplus o f the incumbent service

provider will be s t ronger when the long dis tance segment o f basic services is

l iberalized. In that si tuation, the long dis tance service provider will be

exclus ively focusing on those subscr ibers provid ing relat ively high revenues and

surplus T o address that si tuation and to sustain the viability o f the establ ished

bas ic service providers after l iberalization o f the long d is tance segment , it will be

necessary to further re -ba lance tariffs.

4 1 . Substantial compet i t ion for the i n c u m b e n t ' s marke t share is a lso envisaged in the

draft Te l ecom Policy 1999, which indicates that compet i t ion to basic service

prov iders will ar ise not on ly from o ther basic service providers but a lso from

those provid ing o the r services ( including, for ins tance, internet service providers) .

Compe t i t ion and possibi l i ty o f main ta in ing high pr ices

42. It is not poss ible t o have heal thy compet i t ion in any market and sustain prices

which are substant ial ly a b o v e costs , such as India ' s tariffs for long d is tance and

internat ional calls. The practical consequence o f such pr ic ing reg ime will be to

d r a w the at tention o f the compe t i to r t o w a r d s wean ing away subscr ibers mak ing

such high priced calls , and hence to "c ream s k i m " the market . Such a l ikel ihood

is part icular ly high when a very small subscr iber base accounts for a large share

o f call revenues . This is the situation in India, w h e r e 2 7 per cent of subscribers

account for 4 6 per cent of the call r evenue , and 5.2 per cent subscr ibers account

for abou t 56 per cent o f call r evenue (see Table 1) The contr ibut ion o f these

subscr ibers to surplus is likely t o be even larger. This shows that the incumbent is

highly vu lnerab le t o loss o f these subscr ibers , and loss of these high r evenue

subscr ibers t o compet i tors will seriously affect ne twork expansion.
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Table 1. Share of subscribers making total number of calls, 1996-97

Number of bi-
monthly
metered calls

(a) Share of
total
subscribers
making calls
bi-monthly (%)
(b) Share of
total metered
calls by the
subscriber
categories
given in row
(a) above (%)

0

4.2

0

1 to
150

12.6

0.7

151
to
500

34.9

7.4

501
to
1,000

21.3

10

1,001
to
2,000

14

11.6

2,001
to
5,000

7.9

13.4

5,001
to
10,000

2.5

9.8

Above
10,000

2.7

46.1

TOTAL

100

100

Source: DOT
Note: This is based on data from large cities According to the DOT. the shares are
similar for a larger sample of subscribers

43. Addressing the potential loss of revenue and surplus base due to competition
requires reducing the charges for long distance and international calls In any
event, if prices are flexible, competition for this "creamy layer" of subscribers
will involve a reduction in these tariffs. If the only tariff change is a reduction in
these tariffs, it will imply a loss of revenue and surplus base, mitigated to some
extent by the increase in volume due to the price decline. Making up for the
revenue loss requires that certain other tariffs have to increase, i.e. those tariffs
which are below costs or are not high enough to attract competition from other
operators. This is the process of tariff re-balancing.

44. The need for tariff re-balancing arises also for another reason, namely, the
ongoing decline in the accounting rates applied to international calls. With
reduction in these rates, and the consequent fall in international call charges,
pressures will generate for making a compensating increase in local call charge
and/or rentals.

45 Two important considerations provide limits to any tariff re-balancing exercise,
namely, affordability of the revised tariffs, and the need to ensure that the revenue
base is not reduced so much that the development plans for the sector are
jeopardized. Both these limitations, addressed in greater detail below, influenced
the Authority's decision in specifying tariffs in this Order. For example, even
after the full implementation of the new tariffs, the ratios of long distance and
international calls to local calls for India will remain very high in comparison to
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t h o s e prevai l ing in cer ta in countr ies w h e r e substantial tariff re -ba lanc ing has

already t aken p lace (see Tab le 2 be low) .

T a b l e 2. R a t i o of u p p e r e n d of c h a r g e s for d o m e s t i c l o n g d i s t a n c e cal ls a n d

i n t e r n a t i o n a l ca l ls t o local ca l ls

R a t i o of:

Cha rge for

h ighes t domes t ic

long d is tance call

t o charge for three

minu t e local call

Cha rge for

h ighes t

internat ional call

cha rge t o charge

for th ree minu t e

local call

I n d i a

P r e s e n t

90

(150 , wi th

five minu te

local cal l)

180

(300 , wi th

five minu t e

local call)

I n d i a

N e w

52

101

U K

10

20

D e n m a r k

14

36

S o u t h Afr ica

13; p roposed

to be

decreased to

4.5

N A

S w e d e n

15

30

Source : Tables A l l . 4 and AII .25 o f the Second Consul ta t ion Paper ; and d i scuss ions wi th

the Te l ecom Regu la to r for South Africa

( b ) . A f f o r d a b i l i t v of Tar i f f s

4 6 . Speci f ied ta r i f f s h a v e b e e n so dev i sed a s to m i t i g a t e t h e effect of a d j u s t m e n t ,

in p a r t i c u l a r fo r low c a l l e r s , a n d to c o n t i n u e g iv ing a n i m p e t u s t o i n c r e a s e d

t e l edens i t y . In a d d i t i o n , t h e A u t h o r i t y w o u l d e n c o u r a g e g r e a t e r p r o m o t i o n

of s h a r e d access t o t h e n e t w o r k ( i n c l u d i n g t h r o u g h f r a n c h i s e e E P A B X ) ,

g r e a t e r p r o m o t i o n of t h e P C O n e t w o r k , a n d i m p r o v i n g t h e q u a l i t y of se rv ice

a v a i l a b l e t o s u b s c r i b e r s .

47 . T h e Author i ty is o f the considered opin ion that the specified tariffs wil l not have

any adverse effect on affordability. A number o f factors relevant in this context

have been ment ioned earlier. In addit ion, s ince 1993, i ncomes have risen, and a

reduc t ion in long d is tance call cha rge increases affordabili ty, par t icular ly for rural

subscr ibers and those us ing S T D P C O s / V P T s . Fur the rmore , call charges under

this Orde r will r emain unchanged (for local calls) o r will dec l ine (for STD/ ISD)

dur ing the next three years , whi le incomes will cont inue increasing. F o r m o r e

than 70 pe r cent o f the subscr ibers , i.e. t hose at present m a k i n g u p to 1,000 calls

b i -month ly , rentals will r emain u n c h a n g e d for the next th ree years . Affordabili ty

will therefore improve for these subscr ibers dur ing the next three years.

4 8 . W h i l e it is clear from the above that affordability has increased for those using

S T D P C O s / V P T s , for o thers an assessment o f affordability requi res a

cons idera t ion o f the impact on the bil ls of subscr ibers , in compar i son to their

incomes . H o w e v e r , certain compl ica t ions a re in t roduced in any such compar i son
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because of the extens ion o f local call area and due to this Orde r specifying that

local call cha rge will apply t o S T D calls u p to a dis tance of 50 kms. These

changes imply that with an average call holding t ime less than three minutes , a

m e t e r e d cal l a f t e r i m p l e m e n t a t i o n of t h i s O r d e r will in all l i ke l ihood b e

e q u i v a l e n t t o m o r e t h a n o n e m e t e r e d cal l u n d e r t h e p r e s e n t ta r i f f s . F o r

e x a m p l e , p r e v i o u s l y o n e call of j u s t less t h a n t h r e e m i n u t e s fo r t h e d i s t a n c e

r a n g e 3 6 to 5 0 k m s . c o u n t e d a s five local ca l l s . W i t h t h e rev i sed ta r i f f s , s u c h

a cal l wil l b e e q u i v a l e n t t o on ly o n e local cal l .

Es t ima tes o f the Bil ls D u e to the N e w Tariffs

49 . A n y compar i son o f the present bills and those arising due to the new tariffs must

a lso bear in mind the possibil i ty of reduc ing expendi tures for low users th rough

the opt ion o f shared access . In addit ion, the tariff pol icy unde r this Orde r

prov ides for a possibil i ty o f different tariff packages that can be used by the

service provider to address part icular needs of certain low users. The Authori ty

has a lso kept in v i ew the provis ion of high quali ty P C O services.

50. The Tables be low g ive certain i l lustrat ive month ly charge for t w o subscriber

categor ies , i.e., t hose in rural a reas current ly pay ing the lowest rentals , and those

in me t ro areas.

T a b l e 3 . M o n t h l y C h a r g e s F o r R u r a l S u b s c r i b e r A t P r e s e n t P a v i n g Bi -

M o n t h l y R e n t a l of R s . 100

No. Of Metered
Calls Bi-Monthly

120
150

200
250

300
350
400
450
500

600
700
800
900

1000
2000
3000

4000
5000

Equivalent to
Number of Metered
Calls Per Day (First
column divided by
60)

2.00
2.50

3.33
4.17

5.00
5.83
6.67

7.50
8.33

10.00
11.67

13.33
15.00
16.67

33.33
50.00
66.67
83.33

Present
Monthly
Charge

( R s )
50
50

50
50

65
80
95

110
130

180
230

280
330
380

1,005
1,705
2,405

3,105

Monthly Charge
With New
Tariffs

(Rs.)

70
70

90
110

130
150
170

190
210
250
290

330
370
410

1,010
1,610
2,210
2,810

Difference in
Monthly Charge

( R s )
20
20

40
60

65
70
75

80
80
70
60
50

40
30

5
- 95
- 195
- 2 9 5

N o t e : Impact o f n e w tariffs on s u b s c r i b e r s month ly charge is calculated under the

as sumpt ion that n o long dis tance cal ls a re be ing made . W i t h such calls , the bill unde r
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n e w tariffs will be lower than shown in the Table. Fo r general subscr ibers , i.e. t hose

m a k i n g m o r e than 1,000 metered calls bi- month ly , compared to the es t imates in the

Table , monthly bil ls will be Rs . 25 more in second year and Rs . 50 m o r e in the third year

of implementa t ion . The charge above does not include service tax,

T a b l e 4 . M o n t h l y C h a r g e s F o r M e t r o S u b s c r i b e r s

No. Of Metered
Calls Bi-Monthly

120
150
200
250

300

400
450

500
600
700
800
900
1000
2000
3000

4000
5000

Equivalent to
Number of Metered
Calls Per Day (First
column divided by
60)

2.00
2 50
3.33
4.17
5.00
6.67
7.50
8.33
10.00

11.67

13.33
15.00
16.67
33.33
5 0 0 0

66.67
8 3 3 3

Present
Monthly
Charge

( R s )
190

190
210

230
250

290
310

330
380
430

480
530
580

1,205
1,905

2,605
3,305

Monthly Charge
With New
Tariffs

(RS)
250
265
290
31.5
340
390
415
440
490

540
590
640
690

1,290

1,890
2,490
3.090

Difference in
Monthly Charge

( R s )
60
75

80
85
90

100
105

110
110
110

110
110
110

85 . .
- 15

115
- 2 1 5

Note : Impact of new tariffs on Subscriber 's monthly charge is calculated under the

assumpt ion that no long dis tance calls are be ing made. With such calls, the bill under

new tariffs will be lower than shown in the Table. For general subscr ibers , i.e. those

mak ing m o r e than 1,000 metered calls bi-monthly, compared to the es t imates in the

Table , month ly bills will be Rs 30 more in second year and Rs 60 more in the third year

of implementa t ion . The charge above does not include service tax.

51 A s expected in a tariff re-balancing exercise with high long dis tance and

international call charges and low rentals and local call charges , subscribers

mak ing fewer n u m b e r of metered calls exper ience an increase in bills and

subscr ibers making larger n u m b e r of calls, reduction in their bills.

52 T h e a b o v e es t imates o f monthly bills due to new tariffs can be considered

together with the es t imates of the proport ion of households which can afford

specific levels o f month ly expendi ture on te lecom. These are given in the next

sect ion, where the da ta and analysis suggests that, for example , 42 per cent of

rural househo lds will l ikely be in a posit ion to afford making up to 300 calls bi -

month ly (o r 150 calls mon th ly ) A n d t h e s e calls a r e in effect l a r g e r in n u m b e r

t h a n t h e e q u i v a l e n t n u m b e r of cal ls in t h e p r e v i o u s s i t u a t i o n b e c a u s e of t h e
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e x t e n s i o n in local cal l a r e a a n d r e d u c t i o n in long d i s t a n c e call c h a r g e s .

Similarly, in the met ro area, 37 per cent of the househo lds are likely to be able to

afford a t e lephone , and about 17 per cent likely to be able t o afford up to 4 0 0 calls

b i -month ly (or 2 0 0 calls month ly) . S ince incomes will keep increasing dur ing the

next three years but tariffs for these househo lds will remain unchanged , a larger

propor t ion will be able to afford these n u m b e r o f calls. This suggests that with a

present te ledensi ty o f 2 per hundred in India, the re is likely to be adequa te

d e m a n d for basic services under the n e w tariff reg ime.

Income Leve ls o f H o u s e h o l d s

53 . Affordabil i ty o f t e lecom tariffs d e p e n d s on income levels , the propor t ion o f

i n c o m e normal ly spent on te lecom (i e. i ncome "ava i l ab le" for spending on

te lecom) , and the amount of month ly charges in compar i son wi th the income

"ava i l ab l e" for spending on te lecom.

54. T h e Nat ional Counci l for Appl ied E c o n o m i c Research ( N C A E R ) has conduc ted a

survey which , in te r -a l ia , covers changes in Indian rural and urban household

i n c o m e s over t ime. This survey br ings out that there has been a substantial

increase in household incomes over t ime, both for urban and rural households .

The survey also g ives information on the propor t ion of total househo lds wi th

different i ncome levels.

T a b l e 5 . A v e r a g e A n n u a l G r o w t h of t h e H o u s e h o l d M e m b e r s h i p of Di f fe ren t

I n c o m e C a t e g o r i e s . 1992-93 to 1995-96

Category of Monthly Income at
1995-96 prices

Up to Rs. 2.083 per month
From Rs. 2.083 to Rs. 4.166 per
month
From Rs. 4.166 to Rs. 6.416 per
month
From Rs. 6.416 to Rs 8.833 per
month
Above Rs. 8.833 per month

Average Annual Growth Rate
of Urban Households
(%)
- 7.03 %
+ 5.46 %

+ 11.96%

+ 11.90%

+ 18.22%

Average Annual Growth Rate
of Rural Households (%)

- 3 . 0 3 %
+ 10.22 %

+ 3.11 %

+ 12.25%

+ 15.68%

Source . F r o m Table 3 3 of I Natarajan, 1998, India Marke t Demograph ic s Repor t . 1998.

N C A E R , N e w Delhi.

55. T h e income levels in the N C A E R analysis are in te rms o f 1995-96 prices. T o

obtain a more accura te current picture with regard to affordability o f tariffs, these

levels need t o be adjusted by a factor showing an increase in nominal i ncome for

1998-99 or 1999-2000. W e consider here a factor of about 25 per cent (an

underes t imate ) to get the equivalent income levels in t e rms of 1998-99 prices.
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T a b l e 6, P r o p o r t i o n of H o u s e h o l d s in U r b a n a n d R u r a l A r e a s in Dif ferent

I n c o m e G r o u p s , 1998-99
Monthly income levels (Rs..
estimated 1998-99 prices )
Up to Rs. 2.600 per month
From Rs. 2.600 to Rs. 5.200 per
month
From Rs. 5.200 to Rs. 8.000 per
month
From Rs. 8.000 to Rs. 11.000 per
month
Above Rs. 11,000 per month

Proportion of urban households in
the income levels (%)
27.9 %
34.9 %

20 3 %

9.6 %

7.3 %

Proportion of rural households in
the income level (%)
57 2 %
29.0 %

8 6 %

3.1 %

2 0 %

Source: Based on Table 3.2 o f I. Natarajan, 1998, India Marke t Demograph ic s Repor t ,

1998, N C A E R , N e w Delhi.

56 T h e income levels for different household ca tegor ies in the Table above are

est imated for 1998-99 prices, but the share of households for these income levels

are those for the year 1995-96. Since incomes have been increasing over t ime, the

actual share of households in higher income slabs will be more than the shares

depicted in the Table This underes t imat ion o f the share o f househo lds in higher

income g ro u ps would increase if w e cons ider the income levels in t e rms of 1999-

2 0 0 0 prices, i.e in t e rms o f the prices in the first year of implementa t ion o f the

new tariffs.

Affordable Month ly Bi l ls Calcula ted on the Bas is o f Share o f Income Spent on Te lecom

57 T o get a bet ter idea about affordability, i ncome levels have to be combined with

the propor t ion of income spent on te lecom. Specific information on this aspect is

not avai lable for India. The International T e l e c o m m u n i c a t i o n s Union has

est imated that on average househo lds spend 5 per cent of their i ncomes on

te lecom in deve lop ing countr ies (see for example , page 36 o f ITU. "Wor ld

Te lecommunica t i on D e v e l o p m e n t Repor t 1998"). This provides us with a bas is to

calculate the amoun t o f mon th ly expendi tu re on te lecom by the income ca tegor ies

given above . Alternat ively, five per cent o f the month ly income levels in the

Tab le above s h o w s the amount o f monthly bills that households with the above

income levels are likely to find affordable (see Tab le be low for this es t imate)

H o w e v e r , s ince i n c o m e levels are increasing, the es t imates o f househo lds wi th

capaci ty to pay specified levels o f month ly te lecom bills are likely to be under-

es t imates o f the si tuation in 1999-2000
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T a b l e 7, E s t i m a t e d d i s t r i b u t i o n of h o u s e h o l d s w i t h r a p a c i t y to p a y v a r i o u s

levels of m o n t h l y t e l e c o m "bills

Monthly Telecom Bil ls (Rs.,
1999-2000 estimates)

UptoRs. 130 per month
From Rs. 130 to Rs. 260 per
month
From Rs. 260 to Rs 400 per
month
From Rs. 400 to Rs. 550 per
month
Above Rs. 550 per month

Share of urban households with
estimated capacity to pay the
monthly bill (%)
27.9 %
34.9 %

20.3 %

9.6 %

7.3 %

Share of rural households with
estimated capacity to pay the
month bill (%)
57.2 %
29 0 %

8.6 %

3 1 %

2.0 %

58. At present , total te ledensi ty in India is es t imated at 2 per hundred , whi le that of

the rural a reas is abou t 0.4 per hundred Taking average household size into

cons idera t ion , the above es t imates and the bil ls ar is ing from the new tariffs

sugges t s that the re is l ikely to be m o r e than adequa te d e m a n d for the te lephone

service provided at present and p lanned for the near future

(c) . R e v e n u e i m p l i c a t i o n s of t h e specif ied tar i f fs

59. W i t h regard to r evenue impl ica t ions , there w e r e t w o dominan t v i e w s expressed in

var ious c o m m e n t s . One , expressed by service opera tors , most important ly the

D O T , w a s that there will be a decl ine in revenues due to the tariffs that were

p roposed by the Author i ty . T h e other v iew, expressed main ly by consumers , was

that there should be a dec rease in r evenues of the D O T because it had a high

surplus and s o m e of it should be passed on to the subscr ibers In contrast , the

D O T argued that in effect there is no surplus because all its funds are re- invested

to extend the ne twork

60 . T h e Author i ty is o f the v i e w that o n e mus t dis t inguish b e t w e e n a surplus and its

use. Thus , the D O T has a par t icular surplus , which it then uti l izes for specified

expenses . T h e Author i ty recognizes that the D O T has to play a major role in the

deve lopmen t o f I n d i a ' s t e l ecom ne twork , and it should have sufficient resources

for that purpose . Accord ing to the Au tho r i t y ' s es t imates o f the effect of new

tariffs, r e sources avai lable wi th the D O T will b e sufficient t o finance, wi thout

resor t to excess ive marke t bo r rowing , their expans ion p r o g r a m m e s which are

envisaged in the Pe r spec t ive Plan for the years 1997-98 to 2 0 0 6 - 2 0 0 7 (see be low

for details) .
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6 1 . Before consider ing the effect of new tariffs on D O T s revenues , it is necessary to

consider the est imates of D O T anticipated revenues if prevai l ing tariffs were to

cont inue for the next three years These a m o u n t s are est imated as follows, us ing

assumpt ions similar to those under ly ing the D O T ' s calcula t ions provided to the

TRAI

T a b l e 8. P r o j e c t e d R e v e n u e s for D O T U n d e r P r e v a i l i n g Tar i f f s . ( i . e . C u r r e n t

Tar i f f s Be ing M a i n t a i n e d Also for Nex t T h r e e Y e a r s )

Year
Projected Revenues
(Rs. Crore)

1999-2000

23,181 23

2000-2001

27.119 17

2001-2002

31,463 35

Compar i son o f D O T ' s and T R A I ' s es t imates of revenue impl ica t ions of the new tariffs

62 The D O T has provided the Author i ty with its es t imate of the revenue impl icat ions

of the new tariffs for the next three years These es t imates are based on the

premise that the decrease in tariffs for domest ic long d is tance and international

calls will not result in any increase in the vo lume of these calls. Such an

assumpt ion tan tamounts to suggest ing that the Indian subscr ibers is price

insensi t ive, even w h e n the extent of tariff decl ine is substantial T h o u g h there is

no direct ev idence o f the price response of Indian subscr ibers , there is s o m e

anecdota l ev idence which suggests that the v o l u m e response to price decl ine will

be substantial In fact, even the D O T in its presenta t ion before the Standing

C o m m i t t e e had acknowledged that there may be a vo lume increase o f 10 to 25 per

cent due to the decl ine in tariffs p roposed by the Author i ty In specific, the

Repor t of the Standing C o m m i t t e e states at paragraph 16 t h a t

'"The C o m m i t t e e desired to know the basis for this opt imism In reply

representa t ive of the D O T stated in ev idence that D e m a n d cannot rise

hundred per cent Tariffs have been reduced by 50 per cent. In order to

stay at the same level o f revenues , demand must rise by hundred percent

or more which is not possible D e m a n d m a y r ise only a b o u t 10 to 2 5

p e r c e n t " (emphas i s added)

63 . The Author i ty is of the v iew that v o l u m e of S T D / I S D calls is likely to increase by

at least 10 to 25 per cent, if not more , when tariff reduct ions for these calls c o m e

into effect Therefore , though the Au thor i ty ' s es t imates of r evenue impl ica t ions

given below include the scenar io of no vo lume change , the relevant es t imates to

be considered arc those with 10 per cent increase in vo lume of long d is tance and

internat ional calls in the first year of tariff reform, and 25 per cent volume

increase in subsequent years

795 GI/99 — 10A
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T a b l e 9 . P O T ' s a n d T R A I ' s C a l c u l a t i o n s of t h e R e v e n u e I m p l i c a t i o n s fo r DOT

Increase in
revenue from
rentals
1999-2000

2000-2001
2001-2002

Revenue change
for local call
calculated on the
basis of change of
overall average
price
1999-2000
2000-2001

2001-2002

Addit ional
revenue from
calls that exceed
more than three
minute pulse
(10.9 % of total
local calls)

1999-2000
2000-2001

2001-2002
Additional
revenue from
reduced free call
allowance

1999-2000
2000 2001

| 2001-2002

D O T ' s
est imate of
revenue
response to
new tariffs

(Rs. Crore)

1,275 813

1,827 93
2,355 30

-253.82

- 296 96
- 344 51

574.31
671 90

779.50

375.55

439.01
512 08

T R A I ' s
est imate with
no change in
volume of
traffic in
response to
tariff decline
for STD and
ISD calls

(Rs. Crore)

1,432.40
1,911.25

2,491 13

- 264 b3
- 309 60
- 3 5 9 18

600 18
702,16
814 60

362.81
427.37
500.3b

T R A I ' s estimate
with 10 per cent
increase in
volume of STD
and ISD traffic in
response to
decline in their
tariffs
(Rs. Crore )

1,432.40

1,911.25
2,491 13

- 264.63
- 309 60
- 3 5 9 18

600 18
702 16
814.60

362.81
427.37
500 36

T R A I ' s est imate
with 25 per cent
increase in
volume of STD
and ISD traffic
in response to
decline in their
tariffs

(Rs. Crore )

1,911.25

2,491.13

- 309.60

-359.18

702 16
8 1 4 6 0

427.37
500 36

795 GI/99—10B
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Revenue change
for domestic long
distance

1999-2000
2000-2001
2001-2002

Revenue change
for internat ional
calls
1999-2000
2000-2001
2001-2002

T O T A L O F
A B O V E
1999-2000
2000-2001
2001-2002

T O T A L O F
D O T ' S
E S T I M A T E
INCLUDING
LEASED LINES
R E V E N U E

1999-2000
2000-2001

2001-2002

-2,050.14
-4,038.08
-5,820.40

- 646 95

-1,247 66

-1,975.88

- 725 24
-2,643.85
-47493 91

-1,075 24
-3,067.69
-5,006.75

-2,265.07

-4,193.25
-5.939 44

-683 11
-1.270 83

-1,983.52

- 81742
-2,732.90

-4,476 05

NA
NA

NA

-1,444.56
-3,387 73
-5.112 31

-453.11
-1,048 80
-1,776.52

233.09

-1,705.42
-3,441 92

NA
NA

NA

-2,179 05
-3,871 12

-714.83
-1,465 52

- 162 70

-1.889.73

NA
NA

NA

Notes
(i) NA - Not Applicable for reasons given below;
(ii) DOT's estimates of rentals do not include any "commercial user subscribers",

while TRAI's estimates include them The share of commercial users subscribers
does not affect the estimates in the third year, i.e, in year 2001-2002 For the
other two years, if there were no business subscribers, the revenues would
decrease, respectively by Rs 157 511 crores in 1999-2000, and Rs 92 12 crores in
2000-2001,

(iii) For domestic long distance calls, DOT's estimate does not explicitly include any
revenue implication of altering the last off-peak pulse rate from one-fourth to
one-third. The TRAI estimate includes it on the basis that during discussions
with DOT, it had been mutually agreed that such a change would be taking place

64. The Tab le above shows that without consider ing leased line revenues , the

es t imates provided by the DOT correspond closely to the aggrega te effect

calcula ted by the Author i ty under the assumpt ion that a price decl ine for long

dis tance and international calls will have no impact on v o l u m e of calls Such an

assumpt ion is, however , not correct and revenue impl icat ions have to be seen on

the basis of some es t imate of vo lume response As expla ined above , we do this

for a range of 10 per cent for the first year, and 25 per cent for the next t w o years
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65. The Author i ty does not share the D O T s percept ion of revenue loss for leased

lines. It is the v iew of the Author i ty that the significant price decl ine for leased

lines will g ive rise to a greatly enhanced demand for this service, which will m o r e

than compensa t e for the price reduction. At any rate, any al leged revenue loss

from leased lines cannot be sought to be m a d e good from increased tariffs for

basic services.

66 This conc lus ion is further s t rengthened by the fact that the Author i ty ' s es t imates

above are likely to show a lower posi t ive effect on revenues than is likely to be

the posi t ion because

With an increase in the local call area and rise in the use of internet , the share

of local calls in total metered calls will increase Both the higher share o f

local calls , and the increase in calls of more than 3 minute durat ion due to

internet use . will imply lower revenue loss than calculated in the Tab le above ;

The off peak rates might not be half and one-third as at present but higher;

The Author i ty expects a greater surge in te lephone use than that considered

above. This will be due to greater flexibility provided to service providers and

greater expans ion of P C O s for the publ ic which does not have access t o

D H L s .

The revenue es t imates are calculated on the basis of constant revenues per

D E L Howeve r , there is now a tendency t owards a reduct ion in revenues per

D E L because , inner-al ia . the addit ional D E L s are be ing used less intensively

than average . Factor ing this aspect in the calculat ions wou ld imply a lower

es t imate of the revenue loss than is shown in the Table above ;

- A major point that is missed in the es t imates o f revenue impact is that re -

ba lanc ing of tariffs would result in the D O T losing lower amoun t s of revenues

w h e n they lose their high paying subscr ibers to compet i to rs

67 The discuss ion above sugges ts that.
- In the first year of new tariffs, there is likely to be a surplus for the service

provider ;

In the second year, there might be a surplus or a small deficit;

- In the third year, the reduct ion in D O T revenues might b e about 3 to 5 per

cent.

Adequacy O f the D O T Revenues With New Tariffs

6 8 . If the requ i rement o f r evenue for any inves tment is lower than o the rwise

est imated, this is equivalent to an increase in r evenue avai lable for that

expendi ture .

69. The reason for D O T ' S concern that its revenues should not decrease significantly

is that it needs these revenues (and surpluses) to meet the plan targets for

expand ing the ne twork . In this context , it is no tewor thy that an a m o u n t o f Rs

49 ,362 on a per D E L basis was es t imated as revenue requi rement for the ten year

Perspect ive Plan (see, for example , paragraph 13 of the Repor t of the Standing

Commi t t ee ) . Later , for the IXth Plan, this a m o u n t was Rs. 45 ,000 . A closer
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considerat ion of the data shows Rs, 43 ,000 as the per DEL revenue requi rement to

meet the plan outlay dur ing the five year per iod up to 2001 -2002 In contrast to

these es t imates , the actual annual capital expend i tu re per new D E I . added by

D O T / M T N L is g iven in the Table be low

T a b l e 10. D O T / M T N L ' s a n n u a l c a p i t a l e x p e n d i t u r e p e r n e w D E L a d d e d

Year

A m o u n t

(Rs.

Thousand)

1991-92

46 2

1992-93

46.7

1993-94

45.4

1994-95

38.5

1995-96

37,6

1996-97

32.8

Source D O T , Annual Report 1997-98.

70. The actual annual capital expendi ture per additional D E L was as low as abou t Rs.

33 ,000 in 1996-97. This is drastically b e l o w the figure of Rs . 4 3 , 0 0 0 ment ioned

above , wh ich impl ies a large sav ing o f cos t s (and hence o f r evenues requi red)

even if we consider the annual capital expendi tu re per addit ional D E L for the year

1995-96. Hence , if we take Rs. 38 ,000 instead of Rs. 43 ,000 as the revenue

required on a per D E L basis , and c o m b i n e this reduct ion in inves tment

requi rement for the proposed number of addi t ional D E L s to be installed by the

D O T during each of the next three years , we obtain a reduct ion in r evenue

requ i rements for D O T ranging be tween Rs. 1,850 crore to Rs. 2 ,250 crore.

Adjust ing the revenue impl icat ions g iven above by these a m o u n t s shows that in

the first year there is excess revenue even if v o l u m e does not change in r e sponse

to price decl ine for STD/1SD, in the second year there is excess r evenue if v o l u m e

response is 10 per cent, and in the third year such excess r evenue arises wi th a

v o l u m e response o f 25 per cent The excess r evenue wou ld be even h igher if the

revenue requ i rements were taken as Rs 33 ,000 , i.e. the amount of actual capital

expendi ture per addit ional D E L in 1996-97

7 1 . The Author i ty considers the scenar ios wi th lower revenue r equ i remen t s as very

plausible , and is therefore o f the opinion that the D O T will have adequa t e

resources to fund its expans ion p lans after the new tariffs are implemen ted . And

this wou ld be so after the D O T has met all its inves tment requ i rements in rural

areas , even unde r operat ional cost condi t ions that are l ikely t o be less

advan tageous than those for the private sector. The Author i ty has noted that the

revenue requ i rements to cover the expans ions of larger ne twork , which cons t i tu te

a significant share o f the total , will be steadily go ing down.

R e v e n u e impl icat ions for other basic service providers

72. The Associa t ion of Bas ic Service Opera to r s ( A B T O ) had provided certain

es t imates for cost-based tariffs, they had calcula ted a cost based tariff o f Rs . 2 .38

to Rs . 2 .97 per call. H o w e v e r , with these es t imates , the cost based average tariffs

for long dis tance and internat ional calls wou ld be m u c h lower than those

es t imated in the Second Consul ta t ion Paper . The Author i ty is o f the v i ew that the
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A B T O ' s es t imate g ives an over-es t imate of the cost based charge for local calls.

Even o therwise , in effect, the AB T O submission shows a larger extent of tariff re-

ba lanc ing than is embodied in the tariffs in this Order , or in the proposals

conta ined in the Second Consul ta t ion Paper. -The Authori ty is of the opinion that

the pr ivate sector will cont inue to be viable under the new tariff reg ime

A general r ev iew by the Author i ty after one year

7 3 . T h e A u t h o r i t y h a s d e c i d e d t h a t it will m o n i t o r t h e s i t u a t i o n in r e g a r d to

r e v e n u e s a n d t raf f ic a n d , if n e c e s s a r y , i n t e r v e n e p r o v i d e d t h e a c t u a l s i t u a t i o n

di f fers s u b s t a n t i a l l y f r o m t h e e x p e c t a t i o n s a s s u m e d in t h i s exerc i se .

(2) I t e m s A d d r e s s e d in V a r i o u s S c h e d u l e s

J. I t e m s A d d r e s s e d in S c h e d u l e I : Bas ic Serv ices ( O t h e r t h a n I S D N )

R u r a l / U r b a n Subscr ibers , and L o w User Subscr ibers and Others

74. T h e Second Consul ta t ion Paper had dis t inguished be tween rural and u rban

subscr ibers wi th respect to rentals but not for call charges o r free calls. The Orde r

ex tends the dist inct ion to include also call charges for those subscribers mak ing

up to 1,000 metered calls b i -monthly . In addit ion, the prevail ing registrat ion and

instal lat ion charges as cei l ings ensure that these condi t ions of the present rural

package cont inue to apply. Fur ther , a higher free call a l lowance is provided for

rural subscr ibers than for urban subscr ibers . This is mainly to smoothen the

extent o f adjustment required for rural subscr ibers , and to provide them with

relat ively higher concess ions for access to and use of the te lecom services

75. T h e object ive o f reduc ing the adjus tment burden for subscribers in general is one

of the r easons for the Author i ty creat ing the category of " l o w user subscr ibers" ,

and provid ing them wi th both a lower rental and call charge . The coverage of

" low user subscr ibers" , i.e. those mak ing up to 1,000 calls b i -month ly , is an

at tempt to address another object ive that w a s emphasized by m a n y during the

consul ta t ions , i e separat ion of the g roup of residential subscr ibers and bus iness

subscr ibers

76 T h e Author i ty had consul ted on (and had expressed a need to establish) a ca tegory

for bus iness subscr ibers . The normal me thodo logy would be to charge a higher

rental but a lower call charge for such subscr ibers in compar i son t o residential

subscr ibers With the Order giving flexibility to the service provider to offer

al ternat ive tariff packages , the service provider is free to provide any business

tariff package with higher rentals and lower call charges If service providers so

desire, they are free to provide the exist ing tariffs as an alternative package to low

end subscr ibers

77. In addi t ion to the flexibility ment ioned above , the Author i ty has decided to

provide for a tariff package for business subscribers under the category'

" C o m m e r c i a l users subscribers '1 . The rules for classifying subscr ibers as

commerc ia l user subscr ibers will be laid down by the Authori ty after a
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consul ta t ion process to consider the var ious issues involved. In the interim,

commerc ia l subscr ibers will be those w h o opt for the rental ca tegory specified for

this ca tegory

78. ' G e n e r a l user subsc r ibe r s" is another ca tegory specified by the Author i ty . Th i s

category is at present distinct from of that of commerc ia l user subscr ibers only in

the first t w o years of implementa t ion , i.e dur ing April 1999 to M a r c h 2 0 0 1 .

Further , in the first year of implementa t ion it coincides wi th the category " l o w

users subscr ibers" subscr ibers , so that there is easier ad jus tment to the specified

rental increases for these subscr ibers

79 Since the subscr iber categories " low user subscr iber" and "genera l user

subscr iber" are defined in te rms of number of metered calls, it is poss ib le that a

part icular subscr iber might be part o f more than one ca tegory dur ing any year.

Howeve r , this p roblem docs not arise in the first year o f implementa t ion because ,

as ment ioned above , these t w o categories are in effect combined dur ing that

per iod T h e p r o c e d u r e s for a d d r e s s i n g th i s p r o b l e m will be d e c i d e d l a t e r t h i s

y e a r so t h a t t h e i ssue c a n b e a d e q u a t e l y d e a l t w i th w h e n it b e c o m e s r e l e v a n t

a f t e r 31 M a r c h , 2000

Rentals

80 Though the rentals p roposed in the Second Consul ta t ion paper were not cost

based they were c o m m o n l y perceived to be as such. In its proposals , the

Authori ty had rejected cost based es t imates of rentals on the g round that they

were very high. Instead, rentals were proposed in general by increas ing the levels

prevai l ing in 1993 to account for the inflation rate and some of the real i ncome

increase since then The consequent rentals p roposed by the Authori ty were

substantial ly be low the cost based rentals, mainly with the object ive o f making

them affordable.

81 T h e issue of affordability o f rentals has already been discussed in a b o v e (h is

aspect was widely emphas ized dur ing the Au thor i ty ' s consul ta t ions , and rental

was one of the issues emphas ized in this regard. T h e Authori ty therefore has

devised a category of " l o w user subscribers1 1 with lower rentals for those with

relat ively lower bills. The increase in rentals for this ca tegory of subscr ibers

ranges be tween 30 to 4 0 per cent for most subscr ibers These rentals have been

increased after 1993, and they will remain unchanged for the three year period 1

April , 1999 to 31 March , 2002 . About 70 per cent of subscr ibers will not have any

increase in rentals after the first year because they will be low users

82. Since the constraint of affordability is not as b inding for bus iness subscr ibers ,

rentals for commerc ia l user subscr ibers have been fixed at the levels p roposed in

the Second Consul ta t ion Paper. For o thers , i.e general user subscr ibers , a

transi t ion to the proposed rental has been provided In year 1999-2000, rentals for

general users are the same as for low users, They will increase in the second and

third year t owards the levels wh ich were proposed as rentals in the Second
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Consul ta t ion Paper. It should be noted that general subscribers are those making

m o r e than 1.000 metered calls b i -month ly and are a m o n g the upper 30 per cent of

the subscr ibers in t e rms of their bills These subscr ibers have a greater capacity to

bear the increase in rentals . For example , wi th the above-men t ioned statistic that

on average five per cent of income is spent on te lecom, income levels for general

user subscr ibers in met ro areas would be above Rs. 13,800 per month , and in rural

areas above Rs 8,200 per month

83. With regards to the cost basis tor rentals , one comment was that the basis

considered in the Second Consul ta t ion Paper for costs was an over-es t imate . I t

w a s s t a t e d t h a t t h e r e l e v a n t c a p i t a l b a s e to b e c o n s i d e r e d for costs w a s t h a t

Tor t h e local l o o p , a n d n o t t h e w h o l e local n e t w o r k as c o n s i d e r e d in t h e

S e c o n d C o n s u l t a t i o n P a p e r . T h e A u t h o r i t y is c o n t i n u i n g to look in to w h i c h

n e t w o r k e l e m e n t s s h o u l d b e t a k e n i n t o a c c o u n t t o d e t e r m i n e t h e cost bas i s

for r e n t a l s . W i t h a l o w e r c a p i t a l cos t b a s e , t h e r e is a lso a n e e d to t a k e

a c c o u n t of a p o r t i o n of t h e o p e r a t i n g costs in t h e r e l e v a n t cost b a s e for

r e n t a l s . T h a t too is a m a t t e r for f u r t h e r c o n s i d e r a t i o n by t h e A u t h o r i t y , a n d

will a lso be a p a r t of t h e a na l y s i s r e g a r d i n g cost b a s e d access c h a r g e s . It is

w o r t h r e c a l l i n g t h a t t h e r e n t a l s specif ied ( o r e a r l i e r p r o p o s e d ) by t h e

A u t h o r i t y w e r e m u c h less t h a n t h e a m o u n t s d e r i v e d on its e s t i m a t e of t h e

r e l e v a n t cost b a s e .

Renta l s for P B X . P A B X and E P A B X

84. Three ca tegor ies have been cons idered for PBX, P A B X and E P A B X Rentals for

bo th -ways and outgoing junc t ions taken by franchisees of G r o u p PBX. P A B X or

E P A X has been specified to be cei l ings equal to the rentals for commercia l user

subscribers , A m i n i m u m reduct ion of Rs 50 per month has been specified for

incoming junct ions For ex tens ions taken by users , rental of Rs 125 monthly has

been prescr ibed, thus providing a possibi l i ty to have cheaper access than for the

h igher rental ca tegor ies for DHLs The schedule also specifies that in addit ion to

service providers , franchisees will be a l lowed to give al ternat ive tariff packages to

extens ion users,

8 5 . Rentals for bo th -ways and ou tgo ing junc t ions for Subscr iber O w n e d , and Service

Provider Owned , G r o u p P B X , P A B X and E P A B X have been specified as cei l ings

equal to the highest cost based rentals calculated in the Second Consul ta t ion

Paper A min imum reduct ion of Rs 50 per month has been specified for

incoming junct ions For Service Provider o w n e d P B X , P A B X and E P A B X

exchanges , the Authori ty has forborne with regard to rentals and instal lat ion

charges for those exchanges In t h e A u t h o r i t y ' s v iew, t h e p r e s e n t tar i f fs for

t h e s e t w o i t ems a r e h i g h , a n d f u r t h e r s tudy a n d c o n s u l t a t i o n a r e n e e d e d to

d e c i d e on r ev i sed tar i f fs fo r t h e m . T h i s will be d o n e l a t e r th i s y e a r .

Pulse Ra te and Call Charge for Local Calls

86 T h e Second Consul ta t ion Paper had p roposed a ceil ing tariff o f Rs 1.30 per

metered call This was based on the information avai lable earlier that the share of
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local calls in total metered calls was close to 25 per cent and the hold ing t ime tor

local calls was 2 5 minutes . Further information received from the D O T during

the consultat ion process showed that the share of local calls in total is closer to 30

per cent, and the hold ing t ime is less than 3 minutes and may not be less than 2.5

minutes .

87. The Second Consul ta t ion Pape r ' s proposal of 3 minute pulse for local calls is now

specified in the schedule as the pulse rate for local calls

88. Further , as ment ioned in the Second Consul ta t ion Paper, the Author i ty intends to

in t roduce a pulse rate of 60 seconds for local calls after two years , toge ther with

the cor responding reduct ions in pulse rates for long dis tance calls and the call

charge per pulse.

89 On the basis of the operat ional costs allocated to local calls in the Second

Consul ta t ion Paper and 30 per cent as the share of local calls in total , the cost of a

three minute local call (wi thout margin) is as follows

Rs. 0 86 to Rs 0 93 if average hold ing t ime of local calls is 3 minu tes ,

Rs 0.92 to Re 1 00 if average holding t ime for local calls is 2,8 minutes ;

Rs 1.03 to Rs 1 12 if average holding t ime of local calls is 2.5 minutes

90 The Author i ty has specified three different charges per metered call

- For the first 500 metered calls per month in a bill ing cycle , Rs 0 80 per

metered call for rural subscr ibers ;

For the first 500 metered calls per month in a bill ing cycle, Re 1 00 per

metered call for urban subscr ibers .

For more than 500 metered calls per month in a bi l l ing cycle . Rs 1 20 per

metered call for both rural and urban subscr ibers

91 The call charge for the first 500 metered calls per month in a bill ing cycle for

rural subscr ibers is less than the lowest es t imated cost based cha rge wi thout any

margin. The cor responding call charge for urban subscr ibers (again wi thout

margin or with a small margin) is equivalent to that es t imated with average call

hold ing t ime of 2.8 minutes With a call holding t ime of 2 5 minutes , this tariff

would be below cost

92 For calls in addi t ion to the first 500 metered calls per month in a bill ing cycle , a

margin of 20 per cent has been provided above the upper limit of the cost based

charge wi th hold ing t ime of 2 8 minutes . This a lso provides a margin on the

upper limit o f cost cased charge (Rs. 1,12) es t imated for average hold ing t ime o f

2,5 minutes .

Call charge for P B X . P A B X . E P A B X . and P C O s / V P T s

93 . A call cha rge of Rs. 1.20 has also been specified for calls from P B X , P A B X ,

E P A B X and S T D P C O s / V P T s ,
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94. T h e Second Consul ta t ion Paper had sugges ted a lower call cha rge for rural P C O s

in compar i son to urban P C O s . The c o m m e n t s on this issue sugges ted the

Author i ty not to have dis-s imilar call charges for rural and urban S T D P C O s ,

because o therwise there will be increasing instances o f tariff bypass th rough call

forwarding from rural P C O s . The Author i ty has therefore specified the same

tariff for P C O s in bo th urban and rural areas , i.e. R s 1.20 per metered call. In the

case o f S T D / I S D calls f rom P C O s , an addi t ional cha rge o f Rs . 2 per call

( i r respect ive o f dura t ion) is specified as service charge col lected by the P C O

operator , s imilar t o the prevai l ing situation.

9 5 . In contras t t o the si tuation for S T D / I S D calls, the Author i ty has specified different

tariffs for local calls f rom rural and urban P C O s / V P T s The tariff from rural areas

will con t inue t o b e R e 1 per metered call, wi th the pulse durat ion be ing 3

minutes . For urban areas , Rs . 1.20 per metered call is specified for a pulse rate o f

three minutes .

96 . Toge the r wi th a reduct ion o f local call charge from the p roposed Rs 1.30 to Rs

1.20, the Author i ty has reduced the charge for coin col lect ion boxes ( C C B s ) from

t h e p roposed Rs. 2 per th ree minu te call t o Re . 1 pe r three minu te call This is in

l ine wi th the lower call cha rge for urban subscr ibers , and the constraint of the coin

unit to b e used for C C B s .

9 7 . A n u m b e r of o ther issues w e r e raised dur ing the consul ta t ion process with regard

t o P C O s . T h e s e inc lude , for example , commiss ions , addi t ional l ines for

P C O s / V P T s , quali ty o f service , l icense fee, and a l lo tment of P C O s / V P T s T h e

A u t h o r i t y will d e a l w i t h t h e s e i ssues s e p a r a t e l y .

D o m e s t i c long d is tance call cha rge
98 . In the Second Consul ta t ion Paper , the re was a link be tween the proposed rentals

and long dis tance and international call charges . The difference be tween cost

based rentals and the p roposed rentals w a s added t o the cost base for calculat ing

these charges . Us ing this methodology , the lower rentals n o w specified for low

user subscr ibers imply an increase in long d is tance and international charges

Thus , the final levels specified for these tariffs are n o w slightly more than those

p roposed earl ier for m o s t d is tance ca tegor ies In addi t ion, the transi t ion to these

levels has been m a d e m o r e gradual in the first year o f implementa t ion to address

the revenue impl ica t ions that might arise on account of lower rental increases.

This latter change addresses the sugges t ions by service providers for a s lower

implementa t ion of tariff dec l ines for domest ic long dis tance and international

calls

99. Service providers had strongly argued for retaining the dis tance slab o f " A b o v e

1,000 k m s " T h e Author i ty has at present decided to maintain this slab because it

m a k e s it poss ible to achieve a smoother implementa t ion o f the reduced tariffs for

long dis tance. Reta in ing this d is tance slab impl ies a separate dis tance slab of
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" A b o v e 500 to 1,000 k m s . " with a tariff lower than the tariff cei l ing that was

proposed for the combined d is tance slab of " A b o v e 500 k m s . "

100. T h e r e w a s also a suggest ion to retain the dis tance slab o f "36 to 50 kms " The

Author i ty has dec ided no t t o alter its initial proposal of hav ing the first d is tance

slab o f 0 t o 50 kms. , and of apply ing t o this slab an S T D tariff s ame as for a local

call. This S T D tariff pol icy br ings the dis tance based tariffs m o r e in line with the

tariffs ar is ing after the ex tens ion of the local area to become co- te rminus wi th the

S D C A . In o ther words , it makes the appl icat ion of the Order extending the local

area to S D C A m o r e consis tent with a dis tance based charging principle.

101. T h e A u t h o r i t y will c losely m o n i t o r t h e d e v e l o p m e n t s w i t h r e g a r d to d o m e s t i c

l o n g d i s t a n c e a n d i n t e r n a t i o n a l ca l l s . T h e i n f o r m a t i o n will p r o v i d e a bas i s

fo r a n y f u r t h e r po l icy r e s p o n s e s of t h e A u t h o r i t y in th is c o n t e x t , i n c l u d i n g

t h e tar i f fs a n d i n t e r c o n n e c t i o n c h a r g e s t h a t s h o u l d a p p l y for p r e p a r i n g for

a n y l i b e r a l i z a t i o n in t h e l o n g d i s t a n c e s e g m e n t of t h e m a r k e t .

Internat ional call cha rge

102. F o r reasons s imilar t o t hose ment ioned for domes t ic long d is tance calls, tariffs for

internat ional call charges have also been increased slightly, and their pace of

imp lemen ta t ion has been m a d e s lower than that p roposed earlier for the first year

A s in the case o f the proposal in the Second Consul ta t ion Paper , tariffs for calls t o

S A A R C and o ther ne ighbour ing countr ies are the same as those for the highest

d is tance slab in the case of domes t i c long dis tance calls.

C h a r g e for manual t runk calls (domes t i c )

103. C o m m e n t s received by the Author i ty argued for a fixed charge ( e g Rs 5), plus

an addi t ional cha rge calcula ted for uni ts of three minutes each. The Authori ty has

cons idered three different categories of t runk calls:

ordinary b o o k e d calls;

other b o o k e d calls wi th special features such as d e m a n d calls , l ightning calls,

person to person calls, etc

104. T h e first ca tegory o f calls is t reated ana logous to subscr iber trunk dialed calls,

wi th the difference that they should be charged s o m e addit ional amoun t because

of the use of an opera tor to assist in mak ing the calls The addit ional amoun t

specified for these calls is in t w o parts. One part is a fixed charge of Rs 5 per

call. T h e other gives a m i n i m u m durat ion and charge for a call. For the latter, the

Author i ty has specified that the charge be the same as for a subscr iber t runk

dialed call, but the call b e charged in uni ts o f one minute . Thus , the m i n i m u m

charge will be Rs. 5 p lus the S T D charge for a one minu te call. For calls more

than one minu t e durat ion, the t ime period for charging will be calculated in

discrete uni ts o f one minu t e each

105. T h e prevai l ing booked t runk call tariffs are lower than the tariff for a three minu te

S T D call for certain preva i l ing call charges . W i t h a decl ine in tariffs for S T D
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calls, there should be a decl ine also in booked trunk call charges . This wou ld a lso

encourage the use o f such calls by the large n u m b e r o f subscr ibers w h i c h have not

taken S T D facilities on their D E L s . The Author i ty has reduced the m i n i m u m

durat ion for charging booked t runk calls from three minu tes to one minu t e not

only to reduce the m i n i m u m call charge but also to give grea ter flexibility to the

users in mak ing these calls

106 For o ther booked calls, such as demand calls , l ightning calls, e tc , the Author i ty

has forborne with regard to tariffs.

107. T h e se rv i ce p r o v i d e r s will h a v e to m a i n t a i n a T a b l e of c h a r g e s for t r u n k

calls . Use r s , i n c l u d i n g p o t e n t i a l u s e r s , will h a v e t h e r i g h t t o see th i s T a b l e

w h e n r e q u i r e d b y t h e m .

Cha rge for opera tor assisted international calls

108. The basis for tariffs specified for opera tor assisted international cal ls is the same

as for domest ic calls , i.e. Rs. 5 plus the ISD call cha rge as appropr ia te , with the

ISO charge being levied for discrete units o f one minu te each.

109. The Authori ty has forborne with respect to the other types o f international cal ls

dialed using opera tor assistance, such as d e m a n d calls , l ightening calls, etc.

110. T h e se rv ice p r o v i d e r s will h a v e to m a i n t a i n a T a b l e of c h a r g e s for o p e r a t o r

ass i s ted i n t e r n a t i o n a l ca l ls . U s e r s , i n c l u d i n g p o t e n t i a l u s e r s , wil l h a v e t h e

r i g h t to see th i s t a b l e w h e n r e q u i r e d by t h e m .

Free call a l lowanee

111 The Second Consul ta t ion Paper had p roposed a free call a l l owance of 120

metered calls b i -monthly , or 60 calls month ly This w a s done by p rov id ing

double the average number o f metered calls m a d e per day by subscr ibers m a k i n g

up to 150 calls b i -monthly

1 12 There was a s t rong body o f opinion that the number o f free cal ls should not be

reduced, in part icular for rural subscr ibers However , with the extens ion o f the

local area to coincide with the S D C A , and a reduct ion in long d is tance call

charges , each metered call after the new tariff is equivalent to m o r e than one

metered call prior to these tariffs This would be part icularly t rue o f the rural area

where a larger port ion of total calls are long dis tance calls. Thus for example , a

call just be low three minutes durat ion to the relevant d is tance o f 36 to 50 kms.

would have counted as five metered calls earlier, it is equivalent to only one call

after implementa t ion of the new tariffs Moreover , the overall impact of any

reduction in free calls has to be seen in te rms of affordability, an issue which has

already been addressed earlier.

1 13. Thus , for urban subscr ibers , the Authori ty has mainta ined its proposal on free

calls, and has specified a free call a l lowance of 60 metered calls per month o f the
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bi l l ing cycle. For rural subscr ibers , in v iew of the larger share of long dis tance

calls in to ta l , and that the present free call a l lowance is m u c h larger (250 metered

calls b i -mon th ly ) , the Author i ty has decided to provide 75 metered calls per

mon th of the bi l l ing cycle.

114. For all subscr ibers l inked to P B X , P A B X and E P A B X , the Author i ty has not

given any free call a l lowance . It must be borne in mind, however , that for these

as well as for subscr ibers to D E L s , al ternative packages can be devised by service

providers to give different combina t ions of rentals , call charges and free calls

Bi l l ing cycle , fascimile . and o ther mat te rs relevant for tariffs not specifically addressed in

the Schedule

115. For all these mat ters , the Author i ty has dec ided for forbearance. The reason for

forbear ing with regard to bil l ing period is that different service providers and

subscr ibers may desire bill ing per iods different from the present b i -monthly

period used by the D O T All these mat ters , however , will be subject to the

report ing requi rement and the Author i ty will in tervene if there is any necessi ty for

doing so

I I . I t e m s A d d r e s s e d in S c h e d u l e I I ; C e l l u l a r M o b i l e T e l e c o m S e r v i c e ( C M T S )

I n t r o d u c t i o n

116 The exis t ing tariff r eg ime for cel lular services, which is uniform across circle and

m e t r o opera t ions , specifies pr ices in t e rms of ceil ings. A consp icuous feature of

the cel lular market at present is the relatively low access charge (i e. monthly

rental) and a compara t ive ly high usage charge. The m a x i m u m price that opera tors

may charge for access is set at Rs 156 per month Fo r the three t ime categor ies ,

peak, s tandard and off-peak specified in the l icence condi t ions , m a x i m u m pr ices

for usage are set at Rs 16.80/8 40 /4 .20 per minute respectively

117. Empir ical ev idence on the cellular market suggests that the low monthly rental of

Rs. 156 has a l lowed "easy" access to the cellular service, whi le the relat ively high

usage charge does not p romote its usage The price package thus obta inable

at tracts several subscr ibers w h o do not spend a large amount on the cellular

service,

118. T o a certain extent , opera tors have been able to c i rcumvent the low access charge

by way o f tariff p l a n s that charge a higher fixed fee, general ly in addi t ion to the

month ly rental. It is likely that subscr ibers to these tariff p lans will be those w h o

in any case are the modera te to high users of the service. Thus the cei l ing of

Rs. 156 could, and accord ing to many opera tors and commen ta to r s does , result in

a g roup of subscr ibers w h o are a "net cos t" to the opera tor

119. At any given t ime , each opera tor generally has m o r e than one tariff plan on offer.

A careful examina t ion of var ious tariff p lans reveals that free a i r t ime c o m e s
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" b u n d l e d " wi th member sh ip fee, and the amount o f free a i r t ime varies posi t ively

with the member sh ip fee o f the plan.

120, For calls or ig inat ing from the cellular ne twork and te rmina t ing on the fixed one ,

the subscr iber in addit ion to the air t ime charge , pays call cha rges as appl icable to

P S T N for local. S T D or ISD For mobi le t o mobi le cal ls within the same cellular

service area, only air t ime charges are levied Within the exis t ing tariff s t ructure,

calls t e rmina t ing on the cellular ne twork have to be paid for and are subject to the

same price cei l ings as ou tgo ing calls.

121 At present , the security deposi t is Rs. 3000 and the installation charges Rs. 1200.

T a r i f f P r o p o s a l s

122. Against this backdrop , the Author i ty issued tariff p roposa ls for C M T S in the

Second Consul ta t ion Paper on Te lecom Pricing. A m o n g the salient features o f

the proposals were increases in the month ly cei l ing o f rental from Rs. 156 to Rs .

600 and a reduct ion in the highest air t ime usage charge from Rs. 16.80 to Rs. 6

per minute .

123. The Second Consul ta t ion Paper showed that cost based tariff for circles taking

into account circle l icence fee would result in unacceptably high tariff levels. A s a

result , circle data was left out and the proposa ls were based on da ta o f only the

met ros . The cost basis for der iving the tariff for rental inc luded capital expenses

and 5 0 % o f the l icence fee The cost basis for der iv ing a i r t ime charges included

operat ing expenses and 5 0 % of the l icence fee. T h u s rental and a i r t ime pr ices

included a 50 :50 split of the l icence fee into capital and opera t ing expenses .

124 A m o v e toward the Cal l ing Par ty Pays ( C P P ) reg ime in l ine wi th internat ional

pract ice was also proposed . In the proposals , ta r i f f p a c k a g e s were a l lowed,

provided that prices offered as part of a tariff p a c k a g e could not exceed the

specified ceil ings. In addit ion, a 45-day repor t ing requ i rement w a s p roposed for

tariff changes that the C M T S opera tor desired to in t roduce in the market .

S u m m a r y of t h e m a i n c o m m e n t s

125. O f the c o m m e n t s m a d e on the proposals for cellular, an o v e r w h e l m i n g majority

w a s from service providers and the Cel lular Opera to r s Associa t ion o f India

(hereinafter C O A I ) . Subscr ibers and C o n s u m e r Assoc ia t ions r e sponded mainly to

the proposals for Basic Services. The response can b e broad ly summar i sed as

follows:

125 1 Extens ion o f the tariff arr ived on the basis o f me t ro da ta to circles not

justified
The approach of ex tending the met ro data derived tariffs to circles is ques t ionable

since there are large differences in the cost s t ructure be tween circles and met ros
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A n y decis ion regard ing circle tariff mus t a lso t ake into account the high l icence

fees payab le , w h i c h crucial ly affects the viability of the service providers .

125.2 Proposa l s that increase the degree o f regula t ion and limit the flexibility of

the C M T S opera tor

T h e 45 -day repor t ing requ i rement for all tariff changes w a s perce ived as be ing

restr ict ive. The service providers submi t ted that tariff changes could be filed wi th

t h e Author i ty wi thin 3 d a y s o f introduct ion. Bes ides , it w a s stated that service

providers be a l lowed the f reedom to offer a l ternat ive tariff packages , provided

that the package p roposed by the Author i ty w a s a lways avai lable t o the

subscriber .

125.3 Issues re la t ing to the implementa t ion o f the C P P r eg ime

Apar t from the technical difficulty, service providers felt tha t imp lemen t ing the

C P P reg ime a long wi th t h e a t tendant tariffs w o u l d result in a r evenue loss t o the

serv ice p rov iders in t h e shor t te rm.

125.4 R e v e n u e impl ica t ions of certain proposa ls

Since the p r ime source of r evenue for cellular opera to rs is a i r t ime, service

prov ide r s submi t ted that the h ighes t ra te for a ir t ime use of Rs . 6 pe r m inu t e is low

and w o u l d dec rease revenues .

126. T h e A u t h o r i t y h a s g iven s e r i o u s c o n s i d e r a t i o n t o all t h e v iews e x p r e s s e d b y

s e r v i c e p r o v i d e r s w i t h r e g a r d t o t h e p r o p o s e d r e g i m e f o r C M T S . I n

a d d i t i o n , c o n s u m e r i n t e r e s t h a s b e e n k e p t in focus w h i l e d e c i d i n g t h e ta r i f f s

fo r c e l l u l a r s e rv i ce s . T h e pr ices for certain ca tegory of cal ls viz. mobi le t o

mob i l e long d is tance calls , w h i c h w e r e no t m a d e explicit in the proposa ls , have

also been addressed .

Di f fe ren t i a l T a r i f f R e g i m e

127. A s h a s b e e n men t ioned above , circle da ta w e r e left ou t and the proposa ls based o n

da ta o f only the me t ros This w a s initially d isputed by cer ta in par t ies , w h o

preferred the exis t ing r eg ime to cont inue in the circles until further review of the

e c o n o m i c s of circle cellulars. The C 0 A 1 and the Indus t ry have since had t ime to

eva lua te T R A I ' s tariff p roposa ls in detail and they t o o n o w support the

implemen ta t ion of these tariffs for me t ros as well as c i rc les

128. A l t h o u g h a d i f fe ren t i a l t a r i f f r e g i m e fo r m e t r o s a n d c i rc les c a n b e

t h e o r e t i c a l l y c o n c e i v e d , t h e A u t h o r i t y , a t p r e s e n t , f a v o u r s a u n i f o r m t a r i f f

r e g i m e a c r o s s t h e I n d u s t r y .
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D e p o s i t s a n d I n s t a l l a t i o n c h a r e e s

129. The prevai l ing charges as specified in the l icence shall be the cei l ing for Depos i t s

and Instal la t ion charges . With regard to S T D and LSD deposi ts , the Author i ty has

decided t o forbear (refer to the section on general issues for more details) .

S t a n d a r d H o u r s a n d C o n c e s s i o n a l H o u r s

130. In the second Consul ta t ion paper , the Author i ty had p roposed a classification

be tween peak and off-peak hours , with peak hours being subject to a ceiling of

eight hours in a ca lendar day It h a s n o w been d e c i d e d to a d o p t a d i f fe ren t

n o m e n c l a t u r e fo r c a t e g o r i s a t i o n of h o u r s for C M T S , I n s t e a d of p e a k a n d off-

p e a k h o u r s , t h e c a t e g o r i s a t i o n for t a r i f f s e t t i n g p u r p o s e sha l l b e S t a n d a r d

a n d C o n c e s s i o n a l h o u r s r e spec t i ve ly . Moreover , to a l low the C M T S opera tor

m o r e flexibility in pr ic ing , the Author i ty has also decided to increase the number

o f Standard hours (which cor respond to peak hours in the Second Consul ta t ion

Paper ) from eight to eleven.

131. T h e C M T S opera tor shall a lso have flexibility in de te rmin ing the t iming of

s tandard and concess ional hours provided that standard hours do not exceed

eleven in a ca lendar day. Ai r t ime dur ing the ent ire ca lendar day on Sundays and

three national hol idays , i.e. 26 t h January , 15th Augus t and 2 n d Oc tobe r shall be

priced at concess ional tariffs. Tariffs for concess ional hours have to be less than

the cor responding tariffs for s tandard hours . The exact level has been left free for

the service prov ider to decide.

P u l s e R a t e for Ca l l s

132. In the tariff paper , T R A I p roposed that calls be charged on the basis o f a "flag

d o w n " o f 30 seconds and subsequent ly at intervals o f 10 seconds . In their

c o m m e n t s the opera tors had suggested a uniform bil l ing interval o f 60 seconds.

Th i s p roposa l is restr ict ive, especial ly w h e n cons idered in the context of the

average call hold ing t ime , which is cons iderably less than 120 seconds T h e

A u t h o r i t y h a s d e c i d e d t h a t t h e c h a r g i n g p u l s e fo r a i r t i m e will be a t a

u n i f o r m i n t e r v a l of 2 0 s e c o n d s in c o n s u m e r i n t e r e s t .

R e n t a l a n d A i r t i m e C h a r g e s

133. In the second Consul ta t ion paper , the Author i ty had p roposed a cei l ing for

m o n t h l y rental and " p e a k " (redefined as S tandard in this Orde r ) a i r t ime tariff o f

Rs . 6 0 0 and R s . 6 pe r minute respect ively. Flexibi l i ty t o exceed ei ther o f these

cei l ing a m o u n t s in a l ternat ive pr ice packages w a s absent in T R A I ' s tariff

p roposa l s . I n r e s p o n s e to t h e I n d u s t r y ' s s u g g e s t i o n , t h e A u t h o r i t y h a s a g r e e d

t h a t flexibility in of fe r ing a l t e r n a t i v e p r i c e p a c k a g e s is a d e s i r a b l e c o n d i t i o n

fo r s e r v i c e p r o v i d e r s as we l l as s u b s c r i b e r s . A s a r e s u l t , s u c h flexibility sha l l
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be a v a i l a b l e to t h e C M T S o p e r a t o r ( r e f e r to t h e sec t ion on g e n e r a l i s sues for

m o r e de ta i l s )

134 Such flexibility in pricing, however , cannot meaningful ly coexist wi th price

ceil ings H e n c e , t h e A u t h o r i t y h a s d e c i d e d t h a t t h e tar i f fs of R s . 6 0 0 for

m o n t h l y r e n t a l a n d R s . 6 p e r m i n u t e for s t a n d a r d a i r t i m e sha l l be p a r t of t h e

s t a n d a r d p a c k a g e (see be low for de ta i l s ) a l w a y s a v a i l a b l e to t h e s u b s c r i b e r .

Cer ta in condi t ions shall apply to the al ternative price packages that are offered by

the opera tor These condi t ions are e labora ted in the section on general issues.

F r e e A i r t i m e

135 T h e A u t h o r i t y h a s d e c i d e d t h a t n o f ree a i r t i m e will b e a v a i l a b l e as p a r t of t h e

s t a n d a r d p a c k a g e

Cal l s f r o m P S T N to M o b i l e

136. Unt i l C P P is i n t r o d u c e d , t h e cal led p a r t y shal l p a y a i r t i m e c h a r g e s .

Ca l l s f r o m M o b i l e to P S T N

137. T h e A u t h o r i t y h a s d e c i d e d t h a t t h e tar i f f fo r s u c h calls sha l l c o m p r i s e t w o

e l e m e n t s :

i) A i r t i m e c h a r g e s ; p lus

ii) P S T N c h a r g e s for local o r long d i s t a n c e as a p p l i c a b l e f r o m t i m e to

t i m e to t h e fixed n e t w o r k .

Ca l l s f r o m M o b i l e to M o b i l e

138 The TRAI directive of August 19, 1998 a l lows for direct inter-connect ivi ty

be tween cellular ne tworks operat ing within the same region. The issue o f direct

inter-connect ivi ty of cellular ne tworks operat ing in different regions is being

examined separately under the domest ic long dis tance l iberalisation initiative,

139. It h a s n o w been d e c i d e d t h a t t h e p r i c e for m o b i l e to m o b i l e cal ls wil l consis t

of:

• A i r t i m e c h a r g e s : p lus

• A s u p p l e m e n t a r y long d i s t a n c e c h a r g e b a s e d on d i s t a n c e .

This shall apply in the case of all mob i l e to mobi le calls e x c e p t for those that fall

within the M e t r o Licensee Service Area Tor these calls, only air t ime shall be

charged In addit ion, the service provider shall make the cal l ing party aware of

the quan tum of supplementary charge , if any, to be paid by making appropr ia te

technical a r r angement s This is necessary because the cal led party may be at a

different location, thus altering the charges to be paid by the cal l ing party This

will ensure that there are "no surprises1 when the party receives the bill

795 GI/99 -11A
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R o a m i n g . P r e - p a i d c a r d s a n d o t h e r V A S

140. T h e A u t h o r i t y h a s a g r e e d t o f o r b e a r t h e a d d i t i o n a l c h a r g e lev ied fo r

r o a m i n g , excep t fo r t h e g e n e r a l r e p o r t i n g r e q u i r e m e n t . This condi t ion shall

a lso apply to pre-paid cards , o ther supp lementa ry services , va lue added services

within the cel lular service and to the periodici ty o f the bi l l ing cycle

141. The Author i ty is con templa t ing a detai led assessment of pre-paid card services as

appl icable t o cellular mobi le . If necessary , the tariff condi t ions for pre-paid cards

decided in this Orde r shall be changed .

S t a n d a r d T a r i f f P a c k a g e

142. The Standard Tariff P a c k a g e shall a lways be avai lable t o the subscr iber at the

tariffs specified in Schedule II for C M T S

A l t e r n a t i v e T a r i f f P a c k a g e s

143. In the al ternat ive tariff packages , i tems for wh ich tariffs are specified as cei l ings

in Schedu le II for C M T S cannot be exceeded I tems for w h i c h a par t icular

amount is specified viz rental and a i r t ime may have a different price in the

Alternat ive Tariff Package , subject to the general repor t ing requi rement .

C P P

144. The response to the p roposed int roduct ion of the Cal l ing Par ty Pays ( C P P ) reg ime

has been favourable. The D o T has indicated that it will t ake some t ime to m a k e

the technical adjus tments required to implement the C P P system. T h e p roposed

date for implementa t ion of C P P is fixed for Augus t 1999

145. Until C P P is in t roduced, the exis t ing r eg ime in which the subscr iber pays for

incoming calls to cellular shall prevail . T h e price for these calls shall be the

same as for ou tgoing calls i.e. Rs. 6 per minute at the s tandard rate.

R e v e n u e s h a r i n g f r o m L o n g D i s t a n c e

146. Dur ing the open house discuss ions , op in ions sharply differed wi th regard to

sharing of r evenues from long dis tance and international calls or ig inated by the'

cellular ne twork . Whi le the cel lular opera tors favour sharing of these revenues ,

not surprisingly the basic opera tors are opposed to it. T h e A u t h o r i t y h a s

d e c i d e d t h a t , fo r t h e p r e s e n t , t h e ex i s t ing n o n - s h a r i n g a r r a n g e m e n t b e t w e e n

t h e ba s i c a n d ce l l u l a r n e t w o r k s sha l l c o n t i n u e for d o m e s t i c l o n g d i s t a n c e a n d

i n t e r n a t i o n a l ca l ls . S ince th i s is a n i n t e r c o n n e c t i o n i s sue , t h e A u t h o r i t y will

t a k e a dec i s ion w i t h r e g a r d to r e v e n u e s h a r i n g u n d e r I n t e r c o n n e c t i o n

R e g u l a t i o n s to b e i s sued s e p a r a t e l y .

795 GI/99—11B
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R e v i e w of C e l l u l a r M o b i l e Tar i f f s

147. In v iew of t h e c i r c u m s t a n c e s s u r r o u n d i n g t h e ce l l u l a r i n d u s t r y a t p r e s e n t , t h e

A u t h o r i t y wil l r ev iew a n d modi fy not i f ied ta r i f f s , s h o u l d t h a t b e c o m e

n e c e s s a r y a s a r e s u l t of pol icy c h a n g e s .

I I I . I t e m s A d d r e s s e d in S c h e d u l e III; R a d i o P a g i n g Serv ices

I n t r o d u c t i o n

148. Radio Paging Services are avai lable in two variants , the Alphanumer ic Service

and the N u m e r i c Service. The exist ing tariff for access i e. monthly rental to the

service is specified as a price ceiling. For the Alphanumer ic Service , this cei l ing

is Rs. 250 per month , whi le the cor responding figure for the N u m e r i c Service is

Rs. 150 There is no extra charge for opera tor assisted calls

149 A deposi t of Rs. 2000 is levied at the t ime o f provis ion of the service. The

regis trat ion fee o f R s 500 is adjusted against the deposi t . The re is no instal lat ion

charge

150. In the Second Consul ta t ion Paper on Te lecom Pricing, the Author i ty had proposed

to revise the tariff cei l ing for the Alphanumer ic Service to Rs 300 per month and

that for the Numer i c Service to Rs 175 per month . In addit ion, the Authori ty had

proposed to in t roduce revenue sharing be tween the Paging and Basic Service

Providers (and Cel lular service providers) For every call m a d e to the Paging

Control Termina l ( P C T ) , Rs. 0.20 was proposed to be passed on to the Radio

Paging Opera to r This was sought to be achieved by add ing a surcharge of Rs

0.20 to each call made to the PCT by P S T N (or cellular mobi le )
*

S u m m a r y of t h e r e s p o n s e s

151 O f the c o m m e n t s received on the proposals for Radio Paging Serv ices , the

majori ty w e r e m a d e by the Paging service providers and the Basic service

providers including the D o t The D o T stated that since meter ing o f local cal ls

cannot be separated in the present system, implementa t ion of the revenue shar ing

formula p roposed by t h e Authori ty was not possible at this t ime. T w o opt ions

were sugges ted by the DoT in this regard.

Ei ther the existing non- revenue shar ing a r rangement should cont inue o r

Each call m a d e t o the P C T be charged at twice the local call ra te with the

amoun t for one call passed on to the Radio Pag ing Opera to r

152 T h e latter proposi t ion w a s opposed by the Rad io Paging Service Providers , w h o

wanted an increased r evenue share of the prevai l ing local call cha rge
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T h e A u t h o r i t y h a s s e r ious ly c o n s i d e r e d all t h e c o m m e n t s m a d e a n d d e c i d e d

as u n d e r .

D e p o s i t s a n d R e g i s t r a t i o n F e e

153. T h e p r e v a i l i n g c h a r g e s a s specif ied in t h e l icence sha l l b e t h e ce i l ing for

D e p o s i t s a n d R e g i s t r a t i o n Fees .

R e n t a l

154. A s in the current pr icing s t ructure , t h e rentals for A lphanumer i c and N u m e r i c

services shall b e different. T h e ce i l ing r a t e fo r A l p h a n u m e r i c s e rv i ce sha l l b e

R s . 3 0 0 p e r m o n t h w h i l e t h e c o r r e s p o n d i n g r e n t a l fo r t h e N u m e r i c s e r v i c e

sha l l b e R s . 175 . These are the s a m e as p roposed in the Second Consul ta t ion

P a p e r w h e r e an e labora t ion o f the basis is avai lable.

R e v e n u e S h a r i n g

155. F o r t h e p r e s e n t , t h e ex i s t ing n o n - s h a r i n g a r r a n g e m e n t sha l l c o n t i n u e .

156. In the absence o f r evenue shar ing, the Author i ty had der ived cost based month ly

pr ice cei l ings o f Rs . 325 for the A lphanumer i c Serv ice and R s . 195 for the

N u m e r i c Service. A l though revenue shar ing is ruled out for the present , t he

Author i ty has decided t o retain the lower es t imates of month ly rental that w e r e

der ived o n the assumpt ion o f r evenue sharing. This has been done for t w o

reasons:

i) T h e notified tariffs are considerably h igher than the prevai l ing pr ices; and

ii) The Author i ty will shortly r ev i ew the tariffs for the R a d i o Pag ing Indust ry

(see para 158)

O t h e r M a t t e r s

157. W i t h r e s p e c t t o all o t h e r m a t t e r s r e l e v a n t t o ta r i f f i n c l u d i n g s u p p l e m e n t a r y

se rv i ce s , v a l u e a d d e d se rv ices w i t h i n t h e P a g i n g Se rv ice a n d t h e p e r i o d i c i t y

of t h e b i l l ing cycle , t h e r e wil l b e f o r b e a r a n c e , s u b j e c t to t h e r e p o r t i n g

r e q u i r e m e n t .

R e v i e w of P a g i n g T a r i f f

158 T h e A u t h o r i t y r e l e a s e d on 2 1 s t D e c e m b e r , 1998, a de t a i l ed a s s e s s m e n t of t h e

v iab i l i t y of t h e R a d i o P a g i n g I n d u s t r y in ci t ies t h a t a d d r e s s e s , i n t e r - a l i a , t h e

i s sue of q u a n t u m of l i cence fee p a y a b l e b y o p e r a t o r s f r o m t h e f o u r t h y e a r o n .

P u b l i c c o n s u l t a t i o n s on th i s i ssue a r e u n d e r w a y . O n c e th i s p r o c e s s is

c o m p l e t e , t h e A u t h o r i t y will r e v i e w t h e t a r i f f for R a d i o P a g i n g S e r v i c e

d e c i d e d in t h i s O r d e r a n d m a k e c h a n g e s , if n e c e s s a r y .
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I V . I t e m s A d d r e s s e d in S c h e d u l e I V : L e a s e d C i r c u i t s

S u m m a r y o f the basis for p roposed tariffs in the Second Consul ta t ion Paper

159. In the Second Consul ta t ion Paper, p roposed tariffs for leased circui ts were

es t imated on cost bas is for 64 K b p s and 2 M b p s leased circui ts , mainly wi th

reference to equ ipment o f 140 Mbps . For the first 50 kms. , costs w e r e calculated

for cables laid in b i tuminous soil, and after that for soft soil Since the cost of

laying cables in soft soil is less than that in b i tuminous soil, the tariff for 50 kms.

w a s kept constant for about 25 m o r e kms . , i.e. the dis tance at which the cost of

laying cables in soft soil b e c a m e equal t o that for b i tuminous soil B e y o n d that

dis tance, soft soil cos ts formed the basis of leased circuit tariffs.

160. O n the bas is that the ca tchment area for leased circuits in the shorter dis tance w a s

500 kms . , cos ts for beyond 500 kms . w e r e calculated on the basis of equ ipment

wi th h igher capaci ty , i.e. S T M 4 system. Such equ ipment impl ies substantial ly

lower unit cos t s than those derived from equ ipment of 140 M b p s . Given the large

reduct ion in unit cost for such high capaci ty equ ipment , cost based pr ice for

leased circui ts for even 1,500 k m s with this capaci ty are lower than the cost based

tariff for 500 kms us ing 140 M b p s , 1,500 kms. was sugges ted in certain

c o m m e n t s as the dis tance that should be t rea ted as cap for leased circuit tariffs

Thus , the Second Consul ta t ion Paper had p roposed tariffs appl icable for 500 kms.

wi th capaci ty 140 M b p s as the upper limit of leased circuit tariffs.

161 . In v iew of the ongo ing decrease in cos ts of leased circui ts , all tariffs for leased

circui ts w e r e p roposed as ceil ings.

162. Tariff cei l ings calculated for 64 K b p s and 2 M b p s leased circuits , toge ther with

the coefficients sugges ted by R e c o m m e n d a t i o n D.8 of the International

Te l ecommunica t i ons Un ion for pr ic ing N T i m e s 64 Kbps leased circuits , were

used to p ropose certain tariff cei l ings in the Second Consul ta t ion Paper for N

T i m e s 6 4 K b p s leased circui ts Other tariffs w e r e cons idered together in a basket .

and a we igh ted average reduct ion o f 50 per cent was proposed for the tariffs for

this basket . Apar t from these tariff cei l ings, it was proposed that costs for end-

l inks o r local leads could be charged in addi t ion, as could some other cost

e lements such as the payment for use o f Nat ional H i g h w a y s land

S u m m a r y o f the main c o m m e n t s

163. Dur ing consul ta t ions , there were some quer ies regarding the validity of certain

cost i tems Excep t in one case, these doub t s were addressed th rough clarifications

m a d e by the Author i ty dur ing detai led d iscuss ions wi th those raising these

queries , wh ich showed that the es t imates used in the Second Consul ta t ion Paper
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had taken account of poin ts raised by these parties. For the one except ional case

very high cost es t imates had been provided to the Author i ty and the initial

d iscuss ions could not be taken further because no clarification w a s provided to the

Author i ty when the basis for these higher costs was quest ioned S o m e other

submiss ions to the Author i ty have shown that the cost es t imates used in the

Second Consul ta t ion Paper reflect the prevai l ing situation.

164. A n u m b e r o f o ther impor tan t points ment ioned by prospec t ive p rov iders of leased

circuits include

the relatively low tariffs for leased circuits will result in by-pass of long

dis tance traffic,

after 50 kms. , tariffs should not be kept constant for a d is tance of about 25

kms. Instead, the cost of laying cables in soft soil should be added from 50

kms . itself so that the tariffs keep increas ing beyond 50 k m s and are not

unchanged for any d is tance ;

- a higher profit margin , such as 4 0 per cent , should be p rov ided to cover

adequate ly for different t echno log ies in use and to give an incent ive for

provid ing leased circui ts ,

tariff cei l ings for certain N T i m e s Kbps capaci t ies are m o r e than those for 2

M b p s , w h i c h impl ies that the cus tomer will t ake an over capaci ty o f 2 M b p s

rather than N T i m e s 64 K b p s ,

the condi t ions unde r wh ich leased circui ts are p rovided should b e c o m e m o r e

user friendly.

165. T h e Author i ty is o f the v i ew that service p rov iders should dev ise m e t h o d s to

m o n i t o r the use o f leased circuits so that by-pass does not t ake place

166. T h e point regard ing cos ts o f soft soil be ing added at 50 kms itself w a s m a d e on

t h e basis that soft soil cos ts do not inc lude any e lement of the cos ts of laying cab le

in b i t uminous soil That is not correct ; even for soft soil, the cost c o m p o n e n t s

inc lude cable laid in a certain propor t ion o f b i tuminous soil w h i c h t akes account

o f the concern raised in this context H o w e v e r , for main ta in ing cont inui ty of

tariff increases till t he d i s tance o f 500 kms . , and to give s o m e addi t ional profit

marg in t o encourage the prov ider o f leased circuits , t he addi t ional cos t s for laying

cable in soft soil is added from 50 kms . onwards . This is equiva len t t o a si tuation

w h e r e for the first 50 kms . the cable is cons idered as be ing laid in b i t uminous soil

and subsequent ly in soft soil An impor tan t point in this regard is that s ince even

for soft soil the Au tho r i t y ' s cost es t imates inc lude a c o m p o n e n t of laying the

cable in b i t uminous soil , t he Author i ty has taken an over -es t ima te of the actual

cos t incurred by t ak ing the h igher cost o f laying a cable in b i t u m i n o u s soil for the

first 50 kms. This is par t icular ly b e c a u s e the terrain unde r w h i c h cab les a re laid

normal ly invo lves less than 50 k m s . of b i tuminous soil. This in effect impl ies an

addit ional profit e l ement be ing given t o the p rov iders o f leased circui ts .

167. R e g a r d i n g the d e m a n d for a higher profit marg in , in add i t ion t o the poin ts

ment ioned above , it should b e no ted that the cost based tariffs inc lude va r ious
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e lements which raise profits above the explicit profit margin o f 10 per cent

cons idered in the calcula t ions For instance, the annual recur r ing expendi ture is

taken about 2 to 3 per cent higher than the average , an interest rate of 15 per cent

is t aken fully on total expendi tu re whi le in reality the a m o u n t subject to interest

wou ld be decreas ing over t ime , and expenses for ma in tenance are considered in

cost ing whi le these are already incorpora ted for basic service p rov iders in the cost

based tariffs ca lcula ted for local , long d is tance and internat ional calls.

168. Fur ther , a large por t ion o f the total cost base for leased circui ts is accounted for by

cable cos t s and the cost incurred in laying those cables This is so in par t icular for

dis tances b e y o n d 5 kms . and the share of these cost e lements in total keeps

increas ing wi th dis tance. T h o u g h deprecia t ion has been appl ied to the total cost

base , deprecia t ion does not apply to some o f these cost e l ements (e.g. , labour

cost) . For some o ther cost i tems (e.g. , cables) , as stated in the Second

Consu l ta t ion Paper , t he deprecia t ion ra te t aken into account is h igher than that

likely to be actually appl icable . In effect, both these aspects imply a h igher profit

marg in than explici t ly cons idered . In v iew of these features , and that the costs of

instal l ing leased l ines is con t inu ing to decl ine , the Author i ty has dec ided that

there is adequa te profit margin in t h e cost based tariffs p roposed for leased

circuits . I n fac t , a s m e n t i o n e d in t h e S e c o n d C o n s u l t a t i o n P a p e r , t h e

A u t h o r i t y wil l r e v i e w l eased c i r c u i t ta r i f f s a g a i n a f t e r o n e y e a r in o r d e r to

t a k e a c c o u n t of t h e d e c l i n e in cos ts d u r i n g t h a t p e r i o d .

169. Fur the rmore , the Author i ty is of the op in ion that the reduced leased circuit tariffs

wil l g ive rise t o a very s t rong d e m a n d for t hem, resul t ing in a surge in r evenues

from leased circuits and in a s t rong impe tus for related e c o n o m i c activity. Such

opin ion w a s ve ry s t rongly expressed a lso by several c o m m e n t a t o r s

170. F o r tariffs of N T i m e s 64 K b p s leased circui ts , the Author i ty recognizes the

apparent anomaly in their tariffs and that for 2 M b p s circuit. H o w e v e r , the

Author i ty is o f the v i e w that it is be t te r t o encourage cus tomers t o lease capaci ty

o f 2 M b p s or m o r e , in o rde r t o consider a g rea te r use of t h e capaci ty avai lable

Fur ther , tariffs are cei l ings and lower tariffs can b e p rov ided for N T i m e s 64 Kbps

capaci t ies .

1 7 1 . T h e p r e s e n t O r d e r is on ly a first s t e p in a d d r e s s i n g t a r i f f i s sues f o r l eased

c i r c u i t s . T h e A u t h o r i t y is n e x t g o i n g t o a d d r e s s in d e t a i l t h e c o n d i t i o n s

u n d e r w h i c h l ea sed c i r c u i t s a r e p r o v i d e d a n d wil l in d u e t i m e g ive i ts dec i s ion

o n t h i s m a t t e r .

Tariffs ce i l ings for 6 4 Kbps and 2 M b p s leased circui ts

172. In v i e w o f t h e above , t h e Author i ty h a s specified vir tual ly t h e s a m e tariff ce i l ings

for 6 4 K b p s and 2 M b p s leased circui ts a s w e r e p roposed in the Second

Consu l ta t ion Paper . T h e s e tariff ce i l ings a re p rov ided in r eady r e c k o n e r s a n n e x e d

t o Schedu le IV. A s men t ioned above , the p rov ider o f leased circui ts m a y add to
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these tariff cei l ings a cost based charge for local leads and any o ther additional

cost e lement such as way leave charges .

173 The tariff cei l ings in the ready reckoner are provided for dis tances of 5 k m s For

dis tances lying in be tween the dis tances specified in the ready reckoner , tariff

shall be charged on a p r o r a t a basis, taking for this purpose the tariff cei l ings for

the t w o distances of the ready reckoner be tween which the relevant dis tance lies.

174 It should be noted that tariff ceil ings for certain other capaci t ies of leased circui ts

has been specified in te rms o f the ready reckoner tariff cei l ings for 64 Kbps and 2

M b p s leased circuits These derived tariff cei l ings are therefore in the na ture o f

ready reckoner prices Hence, to these tariff cei l ings a lso, the provider of leased

circuits may add a componen t to account for the charge for local leads and for

payment s made such as way leave charges .

175 Similar to the specification for the charging for leased circuits , the Authori ty has

specified for local lead tariffs that the first opt ion for charging for local leads

should be to provide them on lease. If this is not possible, then tariffs could be

either on rent and guaran tee te rms, or on the basis o f a mutual agreement be tween

the parties concerned about the extent of contr ibut ion to costs that will be m a d e

by the party leasing the circuits

Tariff cei l ings for capaci t ies b e l o w 64 Kbps

176. The Author i ty has decided to forbear with regard to tariffs for these leased

circuits

Tariffs for capacit ies N T imes 64 M b p s

177 The Author i ty has dec ided to use coefficients in R e c o m m e n d a t i o n D.8 o f the

International Te l ecommunica t i ons Un ion for these capaci t ies The tariff cei l ings

for these capaci t ies are de te rmined by mul t ip ly ing these coefficients wi th the

tariff cei l ing for 64 Kbps leased circuits.

Tariff's for capaci t ies above 2 M b p s

178. Specific requests were m a d e to the authori ty t o dec ide tariff cei l ings for leased

circuits for capaci t ies above 2 M b p s Calcula t ions m a d e for this pu rpose showed

that the tariff cei l ings for N T i m e s 2 M b p s capaci t ies should be N T i m e s the

ceil ing tariff" for 2 M b p s , with the except ion that N should be 16 for 34 M b p s , and

64 for 140 Mbps . These tariff cei l ings reflect the fact that equ ipment costs are a

small por t ion o f the total leased circuit cos ts , in par t icular for d is tances a b o v e 10

kms . Mos t o f the costs arise due to cables and laying o f those cables , and these

cos ts for N T i m e s 2 M b p s capaci ty are about N T i m e s the re levant costs for 2

M b p s
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Manda to ry provis ion of leased circuits

179 The Author i ty has specified that leased circuits must be provided us ing excess

capaci ty, or when such capaci ty is not avai lable then on rent and guaran tee basis.

Rent and guarantee basis

180. The Author i ty has specified that rent and guaran tee te rms should be based upon

cos ts T h e A u t h o r i t y p r o p o s e s t o r ev iew a t a l a t e r d a t e v a r i o u s o t h e r a s p e c t s

of r e n t a n d g u a r a n t e e t e r m s in g r e a t e r de t a i l .

Appl ica t ion of tariffs specified in Schedule IV in relation to prevai l ing tariffs

181. Rent and guarantee tariffs will apply only to leased circuits taken from the da te of

implementa t ion of these tariffs Howeve r , for other prevai l ing tariffs, tariffs

specified by the Author i ty will replace them from the date of implementa t ion

P r o rata correct ions must be made to any advance paymen t s that might have been

made for leased circuits on the basis o f the prevai l ing tariffs.

Tariffs for t empora ry connec t ions

182 For t empora ry connec t ions , twice the ready reckoner tariffs have been specified

on a. p r o rata basis for a period up to three mon ths For circuits leased for more

than three months , the annual ready reckoner tariff is specified as the cei l ing

tariff In addit ion, the costs for local leads, if appl icable , and any other relevant

addit ional cos ts that might be incurred, will be part of the total tariff.

Tariffs when additional capaci ty has to be provided for meet ing d e m a n d for leased tariffs

183. It is poss ible that extra capacity might not be avai lable for leased circuits , and the

party demand ing leased circuit might not want the total capaci ty that is

established on rent and guarantee basis. Instead, the demand might be only for a

port ion of the addit ional capaci ty that might be installed, and the provider of

leased circui ts will then have to assess its o w n use of the extra capaci ty In such a

situation, the Authori ty has specified that the tariffs be decided th rough bilateral

negot ia t ions a m o n g the parties concerned

V. I t e m s A d d r e s s e d in S c h e d u l e V: I n t e g r a t e d Se rv ices Digi ta l N e t w o r k ( I S D N )

I n t r o d u c t i o n

184. The Author i ty v iews ISDN services as a crucial input in p romot ing efficiency o f

bus iness Pursuant to this object ive, the Author i ty had p roposed cost based tariff

cei l ings for ISDN services in the Second Consul ta t ion Paper These tariff cei l ings
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w e r e der ived o n the basis o f avai lable informat ion; w h e r e informat ion on cos t s

was not avai lable, exis t ing rates charged by the D o T w e r e p roposed as the

cei l ings.

185 I S D N is avai lable in t w o types o f interface referred to as Bas ic Ra te Access

( B R A ) and Pr imary Ra te Access ( P R A ) The difference be tween B R A and P R A

is in t h e n u m b e r o f B channe l s that each can suppor t B R A d iv ides the p h o n e line

into three digital channels . 2 B channels and I D channel . P R A in India is

configured to 30 B + D . Each of these channels can be used s imul taneous ly so

several communica t i on tasks can be per formed at the same t ime.

186 I S D N is a relat ively new service, introduced for the first t ime in India in 1996. At

present , usage is very low. Since the service is relat ively new, and the marke t is

deve loping , t h e tar i f fs wil l b e r e v i e w e d o n c e a d e t a i l e d c o n s u l t a t i v e p r o c e s s o n

t h e s u b j e c t is c o m p l e t e .

T a r i f f P r o p o s a l s

187 In the Second Consul ta t ion Paper , the tariff p roposa ls were based on cost

wherever possible . The prices thus der ived were proposed as ceil ings. As a

depar tu re from D o T ' s prevalent pr icing reg ime, the Author i ty had p roposed that a

m i n i m u m charge for usage of I S D N services should not exist. Ano the r

significant depar ture proposed was an increase in the rate per pulse w h e n us ing

I S D N media to Rs. 1 50 as opposed to R s 1.30 per pulse for Bas ic services This

w a s p roposed on the bas is that significant usage o f the I S D N facility will be for

internet services and the user should therefore be charged a p remium for enhanced

speed and quali ty as a result o f us ing ISDN.

R e s p o n s e t o t h e Ta r i f f P r o p o s a l s

188. Only the D o T responded to the proposa ls for ISDN defined in the Second

Consul ta t ion Paper . The D o T agreed with all the proposals .

In i t i a l D e p o s i t a n d R e g i s t r a t i o n Depos i t

189. T h e Author i ty has dec ided that the aggrega te o f all depos i t s (exc luding securi ty

deposi t for I S D N equ ipment ) shall not exceed one y e a r ' s rental. The registrat ion

deposi t shall be combined with the initial deposi t for the purpose of compar ing

with the m a x i m u m limit on deposi ts .

I n s t a l l a t i o n a n d T e s t i n g C h a r g e s

190 These shall b e one t ime charges and the Authori ty has decided to retain the price

cei l ings out l ined in the Second Consul ta t ion Paper
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M o n t h l y R e n t a l fo r I S D N E q u i p m e n t

191. These ra tes shall be appl icable only w h e n the equ ipment is hired from a service

provider These shall not apply in case the subscr iber procures the equipment

from an al ternat ive source.

M o n t h l y r e n t a l for Access

192 T h e A u t h o r i t y h a s d e c i d e d to r e t a i n t h e p r i c e cei l ings o u t l i n e d in t h e S e c o n d

C o n s u l t a t i o n P a p e r . F o r t h e P R A se rv ice t h e r e n t a l is l i n k e d to d i s t a n c e ,

w h i l e for t h e B R A , t h e m o n t h l y r e n t a l is i n d e p e n d e n t of d i s t a n c e .

Usage C h a r g e s

193. In their response to the Radio Paging Tariff proposa ls , the D o T ment ioned that a

higher charge for calls from P S T N to P C T could not be implemented , as it is not

poss ible at present to separate the meter ing for local calls Al though no c o m m e n t

was received wi th regard to the higher rate proposed for using ISDN media, t h e

A u t h o r i t y h a s d e c i d e d t h a t , for t h e p r e s e n t , t h e ce i l ing r a t e for u s a g e for

eve ry B c h a n n e l shal l b e t h e s a m e a s a p p l i c a b l e t o P S T N . Any change in the

P S T N tariff will imply a cor responding change in the cei l ing rate appl icable for

every B channel .

194 In a d d i t i o n , it h a s b e e n d e c i d e d , as p r o p o s e d in t h e C o n s u l t a t i o n P a p e r , t h a t

t h e r e sha l l b e n o m i n i m u m u s a g e c h a r g e for e i t h e r t h e B R A serv ice o r t h e

P R A se rv ice .

R e n t a l for S u p p l e m e n t a r y Se rv ices

195 With a view to foster g rowth of ISDN services, the Authori ty has decided that

there shall b e no charge for these services, as is now prevalent

R e n t a l for T e m p o r a r y C o n n e c t i o n a n d M i n i m u m P e r i o d of H i r e

196 The Authori ty has decided that the m i n i m u m per iod of hire shall be one month for

B R A and P R A and the rental for a t empora ry connec t ion shall b e twice the

regular connect ion for the part icular service

S u r r e n d e r b e f o r e p r o v i s i o n

197. The Author i ty has decided that in this case actual expenses incurred shall be

levied.
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S e c u r i t y D e p o s i t fo r E q u i p m e n t H i r e d f r o m t h e B a s i c Se rv i ce P r o v i d e r

198. T h e Author i ty has dec ided that security depos i t s for equ ipment shall not exceed

their prevai l ing marke t price.

O t h e r M a t t e r s

199. W i t h regard to all o ther mat ters relevant t o tariff for I S D N services the Author i ty

has dec ided , for the present , to forbear

V I . I t e m s A d d r e s s e d ' " S c h e d u l e V I : I n t e r n e t

I n t r o d u c t i o n

200 . T h e Second Consul ta t ion Paper emphas i sed that Internet tariff should encou rage

the supply, use and expans ion o f Internet services, and p r o m o t e innovat ion in

these services The Internet sector in India is likely t o have several compe t ing

Internet service providers ( I S P ' s ) , with both large as well as small pr ivate sector

ISP ' s . The large I S P ' s w h o possess their o w n ne twork or Internet backbone are

referred to as the major providers

2 0 1 . For Internet leased circuits (port charges) , the second consul ta t ion paper had

proposed cost based tariffs. Th i s w a s done with a v iew to improv ing the viabil i ty

o f the pr ivate sector I S P ' s and enhance compet i t ion

202 For tariff regard ing Internet T C P / I P dial up , the Authori ty had p roposed t w o

al ternat ives

• N o price restriction on any ISP, including D o T and V S N L

• Fix tariffs for all major opera tors , including D o T and V S N L

C o m m e n t s a n d R e s p o n s e s

203 . O f the c o m m e n t s made on the proposals for Internet, a majority were from current

and prospec t ive pr ivate sector ISP ' s . Accord ingly , the c o m m e n t s related to the

price and quali ty o f inputs for the pr ivate sector ISP ' s .

204. The c o m m e n t s can be summar i sed as under

• Al ternat ive media viz V S A T may also be m a d e avai lable at compet i t ive

prices

• Al though charges have been reduced, these are still h igher compared to

international pr ices

• The hosts should guaran tee the quali ty o f service, in t e rms of availabil i ty
and up t ime as Well as end to end bandwid th
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• The re should be a separate n u m b e r i n g plan for Internet access as in the

case o f Rad io Pag ing and Cel lu lar mobi le

• P S T N lines for Internet should b e m a d e avai lable on d e m a n d

• The re should be P S T N connect iv i ty th rough I S D N , E l and h igher capaci ty

lines wi th exchange o f choice

205 . T h e issue o f avai labi l i ty and up t ime o f the leased circui ts is be ing addressed by

the Author i ty separately unde r quali ty o f service. L ikewise the r e c o m m e n d a t i o n

wi th regard to a specific number ing p lan for Internet is be ing looked at separately

by the Author i ty

206 . Wi th regard to the reduct ion in pr ice o f a l ternate media like V S A T , the Author i ty

has decided to forbear wi th regard to V S A T tariff (refer t o the explana tory

m e m o r a n d u m for V S A T for m o r e details) Accordingly , these pr ices will be

de te rmined by the market . Special concess ions for I S P ' s w h o use V S A T cannot

be just if ied wi thin the f ramework of the Author i ty ' s dec is ion to forbear with

regard to V S A T tariff.

207 . O n - d e m a n d availabil i ty o f P S T N and connect ivi ty th rough higher capaci ty l ines

for I S P ' s are issues that go beyond the scope of tariff de terminat ion . T h e

Author i ty is o f the opinion that such issues should be settled be tween the part ies

involved within the framework of the tariffs specified in this Order .

208 . As regards the issue of input prices be ing still h igher than international no rms , the

Author i ty be l ieves that a significant reduct ion has resulted from this Order and

that the issue will be addressed in the next review of this Orde r in respect of

Leased Circui ts (Port charges) which m a y take p lace in about a years t ime.

T a r i f f for all I n t e r n e t Se rv i ces o t h e r t h a n I n t e r n e t L e a s e d C i r c u i t s ( P o r t C h a r g e s )

209. T h e A u t h o r i t y h a s d e c i d e d to f o r b e a r w i t h r e g a r d to t h e s e ta r i f f s , s u b j e c t t o

t h e r e p o r t i n g r e q u i r e m e n t . This decis ion is based on the p remise that

compet i t ion already exists in the provis ion of these services , and such compet i t ion

is likely to increase in the future. Indicat ions to that effect are already evident in

the market .

210 . Al though the Orde r does not specify concess ionary schemes o f the kind that are

avai lable at present , t h e A u t h o r i t y e n c o u r a g e s I S P s to offer c o n c e s s i o n a r y

s c h e m e s t o a c a d e m i c a n d r e s e a r c h i n s t i t u t i o n s a n d t h e m e d i a .

C h a r g e for I n t e r n e t L e a s e d C i r c u i t s ( P o r t C h a r g e s )

2 1 1 . In v i ew of the need to provide a boost to Internet services and also based on the

discussion above , t h e A u t h o r i t y h a s d e c i d e d to r e t a i n t h e p r i ces t h a t w e r e
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p r o p o s e d o n t h e bas i s of t h e lowes t cos t in t h e S e c o n d C o n s u l t a t i o n P a p e r .

These pr ices shall be in the form o f ceil ings.

212. W i t h r e g a r d to all o t h e r m a t t e r s r e l e v a n t t o I n t e r n e t T a r i f f t h e A u t h o r i t y h a s

d e c i d e d to f o r b e a r .

V I I . I t e m s A d d r e s s e d in S c h e d u l e V I I : V a l u e A d d e d Serv ices

I n t r o d u c t i o n

213 The D o T has defined Value Added Services as "enhanced services w h i c h add

value to the exis t ing basic te le-services and bearer se rv ices" This is in

conformity with International Te l ecommunica t i ons U n i o n ' s ( ITU) definition of

Value Added Services

In India, these services inc lude, inter-alia,

i) Elec t ronic Mail

ii) Voice Mail

iii) Closed Users G r o u p Domes t ic 64 Kbps Da ta Ne twork via Insat Satellite

System

iv) Videotex Service and

v) Video Conferenc ing

T a r i f f P r o p o s a l s

214 . In the Second Consul ta t ion Paper, the Authori ty had proposed to forbear with

regard to the tariff for these services subject to the general repor t ing requ i rement

This was based on the very na tu re o f Value Added Services as also the fact that

there was likely to be cons iderable compet i t ion in the supply o f these services

S u m m a r y of t h e m a i n c o m m e n t s

215 . M o s t Va lue Added Service providers did not commen t on the tariff proposals .

The Author i ty regards this as suppor t for the proposed reg ime for Value Added

Services

216 . The re were , however , detailed c o m m e n t s made by V S A T service providers and a

few by the Mobi le Trunked Radio Opera to r s Associat ion ( M T R O A ) During

consul ta t ions , V S A T service providers ment ioned that there were several

constra ints affecting the g rowth and viability of their bus iness . A n u m b e r o f

poin ts ment ioned by V S A T service providers , inter-alia, include.

• the relat ively low tariffs for leased circuits will ser iously affect the viability o f

the Industry

• High t r ansponder charges and addit ional l icence fee for 64 Kbps V S A T links

also have an adverse impact on viabil i ty
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• Non-avai lab i l i ty o f t r ansponders and non-provis ion o f space segment

t r ansponders in frequency bands o ther than ex tended C-Band affect the

Indus t ry

• P S T N connect ivi ty , present ly not a l lowed, b e permi t ted

217 . T h e last point w a s also raised by M T R O A In addi t ion, M T R O A also

r e c o m m e n d e d that a floor price be imposed on C M T S opera tors for offering the

Closed Use r G r o u p ( C U G ) facility This point was m a d e on the bas i s that the

C M T S opera tors are cross subsidis ing the C U G service and thus , these pr ices

w e r e predatory in nature . Addi t ional po in ts relat ing to the high l icence fees

payab le t o W P C and the restr ict ive na ture of the 45-day repor t ing requi rement

w e r e also ment ioned .

2 1 8 . T h e Author i ty is o f the op in ion that r educed leased circuit tariffs will result in a

very s t rong d e m a n d for them, resul t ing in a fillip t o related economic activity.

Such op in ion w a s also expressed by several c o m m e n t a t o r s , inc luding by several

Va lue Added Service providers . In v i ew of this , the Author i ty does not support

the content ion that leased circuit tariffs should b e raised to support the V S A T

technology . L ikewise , the Author i ty does not agree with the imposi t ion of a

pr ice floor for the C U G service offered by the cel lular opera tors

219 . M a n y o f the o ther c o m m e n t s raised viz lack of P S T N connect ivi ty and high W P C

charges relate t o l icence condi t ions for that part icular service and therefore cannot

b e addressed by the Author i ty at present . On the point of the very high

t ransponder charges levied on the V S A T service providers , the Author i ty has

agreed to m a k e a r ecommenda t ion t o the appropr ia te author i ty for review.

Ta r i f f s f o r V a l u e A d d e d Se rv i ce s a n d all Se rv i ces n o t Speci f ied E l s e w h e r e for

e x a m p l e I n t e l l i g e n t N e t w o r k ( I N ) Se rv i ces

220 . T h e Author i ty has dec ided to forbear, subject to the report ing requi rement .

VIII I t e m s A d d r e s s e d in S c h e d u l e V I I I : Te l ex a n d T e l e g r a p h Se rv ices

T a r i f f fo r T e l e x a n d T e l e g r a p h Se rv ices

2 2 1 . In the Second Consul ta t ion Paper , no tariffs w e r e specified wi th regard to Telex

and Te legraph Services . T h e A u t h o r i t y h a s d e c i d e d to f o r b e a r w i t h r e g a r d to

s u c h se rv ices , s u b j e c t t o t h e r e p o r t i n g r e q u i r e m e n t .
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I X . I t e m s A d d r e s s e d in S c h e d u l e I X : G l o b a l M o b i l e P e r s o n a l C o m m u n i c a t i o n by

Sa te l l i t e ( G M P C S )

T a r i f f

222 . T h e tariff for G M P C S w a s not addressed in the Second Consul ta t ion Paper.

Subsequen t t o the publ icat ion o f the Second Consul ta t ion Paper , I n d i u m India

T e l e c o m Limi ted ( I ITL) , w h o provide G M P C S services in India, approached the

T e l e c o m Regu la to ry Author i ty o f India ( T R A I ) for approval of provis ional tariff

for G M P C S C o m m e r c i a l Serv ices in India.

2 2 3 . T h e Author i ty is current ly look ing at the te rms and condi t ions of the G M P C S

licence.

2 2 4 . T h e Author i ty has no ted the fact that G M P C S services are in their nascent s tage

of deve lopmen t and that their uti l isation for the present would be restricted to

certain high end users. K e e p i n g th i s in v iew, as a lso t h e n e e d to p r o v i d e

flexibility in p r i c i n g a t t h i s s t a g e , t h e A u t h o r i t y h a s d e c i d e d to f o r b e a r w i t h

r e g a r d t o t a r i f f fo r G M P C S fo r t h e p r e s e n t , s u b j e c t t o t h e g e n e r a l r e p o r t i n g

r e q u i r e m e n t .
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